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Every Investor Should 
Hold Straus Bonds 


TRAUS BONDS, now yielding up to 6%, 
with Straus safety, should form a portion 
of.every investment holding and find a place | 
“in every strong box. - 


In buying Straus Bonds, the investor buys 
with the comfortable assurance that his 
securities have been tested, analyzed and 
judged in the light of 45 years of experi- 
ence, by the largest and most expert lend- 
ing organization in its field. 


Combining safety, attractive yield and 
diversification, these securities appeal to 
discriminating investors. 


Straus Bonds form a class of securities of 
proven merit that should be included in every 
well-diversified investment account. Call or 
write for literature, and ask for 


BOOKLET D-777 


S.W. STRAUS & CO. 


ESTABLISHED 1882 INVESTMENT BONDS INCORPORATED 


Sinavs BuILDING Straus BuILDING Straus BulLpING 
5365 Fifth Ave. at 46th St. 79 Post Street Michigan Ave.at Jackson Blvd. 
a i New York San FRANCISCO Cuicaco © 














The Straus Hallmark on a bond stamps it at once as the premier real estate semeurity, 
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VERY surplus, no matter how small, should be put to work 
earning an income as soon as it becomes available. 


In that way conservative investors are enabled to increase their sav- 
ings at the maximum rate consistent with safety. 


“Odd Lot” purchases of sound securities assist greatly in following 
this plan. 


Our “Odd Lot Trading” booklet and list of Investment Suggestions 
mailed to those interested. 


Ask for MW. 283 


100 Share Lots 
Curb Securities Bought or Sold for Cash 


John Muir& © 


New York Stock Exchange 


Members:) Now York Cotton Exchan 
ge 
Associate Members: New York Curb Market New York 
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Progressive Management 
Standard Gas & Electric Co. 


























THE 14 major subsidiaries of this large 
company are under the engineering 
and management direction of an organiza- 


tion of experienced specialists, long 
possessing a national reputation for far- 
sighted ability. 

The management-engineering organization 
is owned by Standard Gas and Electric 
Company, thus assuring the permanence of 
competent and progressive management. 


Conservative financial direction has not 
prevented this great utility system from 


pioneering many innovations and develop- 
ments of extreme value to the public. 
Complete publicity; customer ownership; 
superpower Y maco widespread extensions; 
rural electrification; reasonable rates; en- 
lightened public relations policies—all have 
been characteristics of such management. 


Today with 260,000 investors; nearly 114 
million customers; 144 power plants with 
144 million H.P. installed capacity; opera- 
ted companies serve over 1,200 communi- 
ties in 19 States. 


Investment in Standard Gas and Electric Company assures the pro- 
tection of wide property distribution and specialized, long experi- 
enced management. Send for new 32-page illustrated booklet BR-377 


H. M. Byllesby and Co. 


NCORPORATED 


Investment Securities 


231 So. La Salle St., Chicago 


Boston Philadelphia Providence 


Detr oit 


111 Broadway, New York 


Minneapolis St. Paul Kansas City 


“AZINE OF WALL STREET for MARCH 26, 1927 





We recommend 





Seasoned 
REAL ESTATE 
BONDS 


Yielding 
5.90 to 6.30% 


The equity back of 
these issues has been 
materially. increased 
through the operation 
of the sinking funds. 


Send for Circular NB-3 
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This New 


INVESTMENT 
RECORD BOO oe 


HIS investment record booklet which 

we have just published provides a 
simple and convenient form for keeping 
a record of your investment ‘holdings. 
It will serve both for your own informa- 
tion and for income tax purposes. 


Provision is made to record month by 
month the income that your investments 
produce, together with such essential 
facts about each security as the purchase 
price, date of purchase, interest rate and 
dates, yield to maturity, Federal and local 
tax provisions, maturity, etc. 


A table for use in computing accrued 
interest and a page for recording your 
insurance policies also are included. 


The booklet is in loose leaf form, and of a 
convenient size. If you would like to have 
a copy, check and mail the coupon 
below. 








Ask also for the 
Booklets about 


021 
SMITH BONDS 


O you want an investment that 

is safe and dependable, that 
will not fluctuate, and that will 
bring you a good income with 
clocklike regularity? 


Are you seeking a more profitable 
way to employ your monthly 
savings? 


We suggest then that you read our 
booklets, ‘“‘Fifty-Four Years of 
Proven Safety” and “How to 
Build an Independent Income.” 


The first of these booklets explains 
the safeguards that have resulted 
in our record of 


NO LOSS 


TO ANY INVESTOR 
IN 54 YEARS 


These safeguards protect every in- 
vestor in our offerings of first 
mortgage bonds. SmitH Bonps, in 
$1,000, $500 and $100 denomina- 
tions, are sold outright for cash, or 
under an Investment Savings Plan 
that pays the full rate of bond 
interest—644% on regular month- 
ly payments from $10 upward. 


The second booklet describes our 
Investment Savings Plan, and shows 
the results you can accomplish in 
5, 10, 20 years or more by saving 
and investing at 64%. 


For copies of these booklets, simply 
make another check mark in the 
space provided on the form below. 
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Facts, Graphs and Statistics that will help you make your 1927 Business and Investment F !ans 


NOT Free to Yearly Magazine Subscribers 


LE 








Announces the Publication of its Fifth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic 
Data. It is a most complete and helpful Manual prepared in 
a unique style, that saves the investors’ time and yet gives 
them complete information on every important industry and 
security. 


Yearly Magazine Subscribers Get This Volume Free 


Te volume, just off the press, contains in statistical and text form, information 





that will be invaluable as a foundation upon which to construct your business and 


Because of the success of this 
investment program through 1927. 


book and the enthusiastic 
reception given it by our 
subscribers, it is now pub- The contents of this Manual have been selected by experts who devote their entire 
lished regularly every year. time to analyzing business and investment conditions. They know what facts and com- 
This Manual is not for sale parisons will give you a basis for analyzing and forecasting business conditions and 
and can be secured onl selecting profitable investments. In this new Manual we give this information in handy 
through our FREE OFFER. reference form. It also enables you to determine the comparative strength or weakness 
of securities in the same groups. 











By publishing this Manual now it is possible for us to include the Annual Reports of a large number of corporations 
as well as preliminary annual statements. This book will be of tremendous help to every business man and investor through- 
out the coming year in making their investment and trading selections. Among other important features are: 


MARKETS— FOREIGN TRADE AND FINANCE— 


Ome —_ i re Foreign Bonds. 
bw 8 cee Rev Iew, Foreign Exchanges in 1926, with Tables and Graphs, 


Comparison of earnings of all leading companies for several years back. 
New Stock Listings. BONDS— 


Stock Market Rango for 1926. Bond Financing. 
Dividend Changes in 1926. Review of Unlisted Bonds. 
Bond Market in 1926. 


Bond Market Range for 1926. 
Ourd Market. SECURITIES— 


DOMESTIC TRADE AND BUSINESS— Earnings and Financial Position, with Charts and Tables. 


Business Review Covering the General Situation. Railroads Automobiles Mining Sugar 
Important Banking Changes. J Public Utilities Chemicals Banks 
Commodities, Including Price Fluctuations in 1926, Food and Packing Leather Coal Shipping 
Record of Production in Leading Commodities. Chain Stores Machinery i Tobacco 
Corporation and Government Financing in 1926. Mail Order Insurance Radio 
Important Economic and Political Events. Accessories Textiles Curb 


One hundred tables and charts illustrating basic conditions in each industry and fully detailed tables giving leading com- 
panies’ earnings, financial position, etc., over a périod of years. The charts and tables in this year’s Manual are especially 
important, as 1926 is added to previous tables without omitting a previous year, thus giving you the range of prices over 
periods of the last few years. Practically every company of importance whether listed or unlisted is included. The data 
gives the investor a complete record of the growth or decline of practically every leading corporation, which will enable 
him to determine the real trend of the company’s affairs. 





The Manual of THe MAGAZINE OF WALL STREET will give the latest obtainable official, semi-official, or other authori- 
tative data regarding the complete year’s operations in all industries, and the principal corporations. It is broader and 
more comprehensive than ever before. 


This valuable volume, just off the press, will be sent you FREE, providing you send in your sub- 
scription to The Magazine of Wall Street for one year, using the Special Offer Coupon. 


SPECIAL FREE Manual Offer SPECIAL FREE Manual Offer 
THE MAGAZINE OF WALL STREET, 

42 Broadway, New York City. 

I enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue. 
It is undersitood I am to receive free: 





The Magazine of Wall Street Manual. 
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The Publisher of 
The Magazine of Wall Street 
Became Its Sole Owner Last May 





HE Ticker Publishing Company which publishes THE 
MAGAZINE OF WALL STREET and THE INVESTMENT AND 
BUSINESS FoRECAST has just announced the details of the sale 
by Mr. Richard D. Wyckoff of a minority interest in THE 
MAGAZINE OF WALL STREET to C. G. Wyckoff, publisher, 

who has managed THE MAGAZINE OF WALL STREET for the past 

sixteen years. 

















As a result of this transaction which took place May 26, 1926, Mr. 
Richard D. Wyckoff holds as of January, 1926, $500,000 in 7% non- 
transferrable Income Bonds, redeemable at the rate of $50,000 per 
year for ten years. 





Mr. Wyckoff also retains sole ownership of The Richard D. Wyckoff 
Analytical Staff, Inc., to which he has been devoting himself the past 
six years. Mr. Wyckoff has not been editor of THE MAGAZINE OF 
WALL STREET for some time and is not now associated in any way 
with its policies or activities, nor is THE MAGAZINE OF WALL STREET 
in any way affiliated with The Richard D. Wyckoff Analytical Staff, 
Inc. 


On the other hand, the management which built and made THE 
MAGAZINE OF WALL STREET the leading investment organization in 
the country today, is conducting this publication and THE INVEsT- 
MENT AND BUSINESS FORECAST, as heretofore,—with C. G. Wyckoff 
sole owner in complete control. 














That “C. G. Wyckoff” happens to be Cecelia G. Wyckoff is one of 
the interesting facts revealed by this announcement. For the first 
time it becomes known publicly, that the constructive genius and 
ideals of a woman have played such a big part in the development 
of this highly specialized financial publication to its present position. 
THE MAGAZINE.OF WALL STREET has the largest circulation of any 
financial publication in the world. 
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Cc. G. WYCKOFF 
PUBLISHER 


@| NALYSIS of recent brokers’ loans 
figures leads to a direct inference 
%'| that while the total is some three 
| hundred millions less than at the 
| peak in the early part of 1926, there 
| has been an increase of probably a 
half billion dollars in loans on new securi- 
ties. There are two conclusions that can be 
drawn from this comparison. One is that 
there has been a reduction of loans on issues 
of the investment type due to their outright 
purchase for permanent purposes by invest- 
ors. In other words, there has been a fairly 
large absorption of investment issues which 
have been taken out of Wall Street and 
placed in strong boxes. The second is that 
the process of distributing new and unsea- 
soned issues from syndicate to the public 
— a state of comparative indiges- 
ion. 

Many of the new issues, including a num- 
ber of those listed during the past year or 
two on the Exchange, have not found perma- 
nent lodging. Speculators have been buy- 
ing and selling them but a comparatively 
small percentage has been absorbed by the 
public. In a period of low money rates and 
comparative strength in the securities mar- 
kets, it is to be believed that the banking 
resources which are required to finance and 
market new issues will be sufficient to pre- 
Y vent any unusual strain. A sharp tempo- 
rary increase in money rates or a turn in 
market sentiment, however, would provide 
the background for forced liquidation of such 
issues as are not only unseasoned but which 
at present command a higher collateral loan 
-_ value than they would in a more stringent 
Y. 
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veriod. The underlying threat to the stabil- 
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E, D. KING 
MANAGING EDITOR 


INVESTMENT & BUSINESS TREND 


Position of Unseasoned Securities — Less Stability in Petroleum 
Industry — Government Refunding and Bond Outlook 
Strength of Chain Store Organizations — The Market Prospect 


ity of the securities markets originates less 
in any possible set-back in business than in a 
sudden calling in of loans on undigested 


securities. 
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OILS HE petroleum industry gives 
SLUMP visible indication of super- 

ficial distress owing to over- 
pre uction followed by extensive price-cut- 
ting. Misfortune seems to dog this industry 
for just at the moment when stabilization of 
production and prices seems at hand, another 
field commences to produce in sufficient vol- 
ume to upset the equilibrium. This repre- 
sents the present situation and accounts for 
the relative weakness of petroleum securi- 
ties. At this moment it seems somewhat 
fatuous to speak of permanent stability of 
the petroleum industry but from the more 
immediate viewpoint it is necessary to bear 
in mind that the season of greatest consump- 
tion is at hand and that this seasonal influ- 
ence should soon succeed in arresting the 
downward trend of prices. It seems not 
unlikely that that moment will coincide with 
a good speculative opportunity in the better 
class of these shares. 
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REFUNDING ECRETARY MEL- 
LIBERTIES LON’S _ announce- 

ment that_ the 
Treasury would refund the 2nd Liberty 414s 
on a five-year 314% basis is significant inas- 
much as it reveals the opinion of this great 
expert as to the future of money rates in 
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this country during the next several years. 
Of course, this represents the broader view- 
point and does not dispose of the possibility 
of temporary periods of increased money 
rates. Taking the longer-range viewpoint, 
however, it seems clear that the trend of 
high-grade bonds must continue upward 
though no doubt it will be marked by inter- 
mediate interruptions. It is significant too 
that the term of the new financing will only 
be for a period of five years. Probably, it is 
the opinion of the Treasury that money rates 
at the expiration of this period will be on an 
even lower basis than that of the new finan- 
cing. Hence, this would account for the 
comparative brevity of the life of the new 
issues inasmuch as a longer term issue could 
not now be sold on a less than 314% basis. 
In any case, the way will be open for the 
Treasury to refund at the end of five years 
on a 3% or perhaps even lower basis 
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CHAIN HE remarkable exhibit of 
STORES the leading chain. stores 

during the first two 
months of the year in which, on the aggre- 
gate, they showed a substantial increase in 
sales over the same period of 1926 indicates 
the essential strength of this branch of busi- 
ness. Owing to their highly developed effi- 
ciency in purchasing and marketing, these 
organizations have been able to foster a huge 
turnover of business, keeping their prices 
down, but at the same time extending their 
profits. During the last period of depression, 
1920-1922, chain stores formed an exception 
in a period of generally declining business 
and profits. This is almost the only industry 
of which it may be claimed with some degree 
of confidence that it would be relatively im- 
mune to a set-back in general business con- 
ditions. Selling their goods more cheaply 
than any other distributors, they are in a 
position to command a large and increasing 
volume of sales almost regardless of what 
other types of retail organizations may be 
doing. 
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MORE TO HE relative quietude ex- 
COME isting among _ railroad 

shares and the temper- 
ing of recent speculative enthusiasm over 
these issues should not convey the impres- 
sion that we have heard the last of impor- 
tant internal developments. Behind closed 
doors, important railroad and banking per- 
sonalities are working out schemes of future 
mergers and acquisition of control in the 


diverse methods open to enterprising finar - 
ciers. It seems probablethat the situatior: 
will simmer for a while until a flood of an- 
nouncements coming suddenly breaks up the 
present quiet. One of the most important 
undertakings of the next Congress, for ex- 
ample, will be to fashion a working law as to 
railroad consolidations. Long before this 
law is even discussed in the chambers of 
Congress, railroad financiers will have 
worked out the basis of future operations. 
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INVESTORS AND 
FOREIGN ISSUES 


HE prevalent 

note of en- 
q couragement 
in regard to European economic affairs 
should be regarded rather as a manifestation 
of increased hopefulness than a sign of 
actual, tangible recovery. Europe, of course, 
has made some progress since the Armistice, 
particularly along lines of currency stabili- 
zation. Keen observers, however, are not 
misled by this improvement to believe that 
Europe’s troubles are definitely ended. Ener- 
getic efforts toward increasing production 
and toward stimulation of world demand for 
manufactured products no doubt will proceed 
and attain even an embarrassing degree of 
success so far as our own foreign trade is 
concerned. Still, it will take Europe another 
generation before a real measure of finan- 
cial strength is secured. Hence, investors 
should proceed cautiously in their selection 
of foreign securities particularly in view of 
the fact that there is an increasing tendency 
toward floating unsound issues on the 
strength of the generally more favorable 
attitude toward this field of investment. 
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MARKET 
PROSPECT 


HE market is giving 
signs of fatigue and 
; pronounced strength 
in a small number of high-priced speculative 
issues seems merely a covering movement 
designed to screen operations for the decline 
in other directions. The market has not had 
a reaction of proportions since January and 
is likely to become increasingly subject to 
set-backs. The technical condition of many 
stocks which have scored substantial ad- 
vances suggests that profit-taking is proceed- 
ing to an increasing degree. Those stocks 
which have enjoyed the more important ad- 
vances during the past few months are likely 
to be more easily influenced by any pending 
weakness in the general market. 
Monday, March 21, 1927. 
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Coal Operators and Miners Drifting 
Toward Nationalization 
of their Industry 


Fundamental and Apparently Insoluble Weakness of Coal 
Industry Suggests that Both Capital and Labor Would Like 








| opment which is not now visible. 





only in a strike, but despite this 
—and the equally familiar fact that a forewarned 
country has forearmed itself better than ever before 
in history—the excitement must be maintained. 
Apparently it has become part of the coal strike 
scenery. 


What Are the Issues? 


In the-public mind, if that is reflected at all by 
news items, editorials and statements of public 


Y the time this appears in print the 
press of the country probably will 
be in its usual flurry of excitement 
© over the strike in the bituminous coal 
; fields—barring some eleventh hour devel- 
Every- 
one with the slightest interest in the mat- 
ter has known for two years or more that 
the three-year contract based on the 
Y Jacksonville wage agreement could end 


By WM. A. 





Me 





to See Government Take Over the Job of Running the Mines 


GARRY 


officials, the issues of the strike are clearly drawn. A great 





deal is said and written about the economic complexities of 
the industry, but a strike is always accepted at face value as 
another engagement in the ancient war between profits and 


wa 


ges. 


In other words, it is taken for granted that the 


present battle and all preceding disagreements between 
miners and operators have been entered by both sides in 
the expectation that a definite gain will be attained by the 


vic 


tor. 


This line of assumption appears to be perfectly sound and 
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OF PRODUCTION EMPLOYED 
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reasonable until the obvious is 
analyzed. It is obvious to say 
that both contestants in any 
conflict expect to win, and it is 
taken for granted that since 
there may be only one winner, 
a victory for one must be at the 
expense of the other. This, in 
turn, assumes that each side is 
capable of furnishing the spoils 
of victory—that the operators 
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a 
Production in 1925 
% of Total 
Number Production 
of Tons (reporting Men 
Classification Mines Produced mines) Employed 
Unier union wage 
ns Me 1,602 174,875,000 $4.7 217,398 
Noa-union mines .... 4,152 314,342,000 62.4 316,775 
Mines passing from 
uncon to non-union 
lass during 1926... 218 14,792,000 2.9 28,165 
Mics not reporting. 1,177 16,045,000 26,155 
Tote ssnscecoree 7,144 520,054,000 100.0 588,493 





Source: U. 8. Bureau of Mines. 





UNION PART NON-UNION 
AREAS UNION AREAS 


AREAS 







UNION 
® 


Non-UNION 
MINES 
& \\ COMPARED 











for MARCH 26, 1927 























—=—=—-_ 











aN 
[UNION @ NON-UNION WAGES 

This compar- 
ison is based 
on the | day 
wage paid to 
drivers, 
which is 
taken as typ- 
ical for pur- 
poses of com- 
parison. The 
extreme high 
and low in 
non-union 


HE union wage scale is standard, except for minor modifi. 
cations to meet local conditions, in all mines whose opera. 
tors are party to the Jacksonville agreement. Elsewhere 

rates are subject to the same competitive forces that obtain in 
any other labor market. The present variation shown in non. 
union wages is further accentuated by the proximity of the 
strike. Some operators, feeling the strike inevitable, desire to 
maintain good-will by continuing the high scale growing out of 
heavy production conditions incident to the English coal strike, 
while others taking the opposite stand, have reduced wages to 
the operating minimum. The average non-union wage appears 
to be about 24% below that paid under union agreement. 
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can pay more wages if they must, and that the miners can 
work for less pay if they are unable to compel the opera- 
tors to maintain present rates or increase them. 

The purpose of this article is not only to show by the 
industry’s own evidence that this is not true, but also to 
point out the inescapable conclusion—singularly overlooked 
by most outside commentators—that both the miners and 
the operators know it to be untrue. It probably will be 
accepted without argument that neither side to the per- 
petual soft coal controversy fights for the fun of fighting. 
Even though there may be a great deal of truth in the 
charges made by each group against the other, it may also 
be taken as a reasonable judgment that the great majority 
of both miners and operators is made up of normal human 
beings, with normal aspirations and having at least aver- 
age intelligence. 


Victory Impossible 


When the record of strikes is considered from this point 
of view it indicates rather impressively that each side 
knows by experience that it cannot win from the other. 
This actual record presents a wholly different picture than 
that furnished by the familiar references to “recurrent 
strikes’—and to such specific recent outbreaks as the 
strikes of 1919 and 1922. The truth is that striking is 
not recurrent, but a continuous process, in the bituminous 
coal industry. 

Anyone may check up on this for himself by turning to 
the reports of the Bureau of Labor Statistics of the United 
States Department of Labor. These records show that in 
only one year of the twenty between 1905 and 1924, in- 
clusive, were there less than 25,000 men on strike at some 
time or another. That year of minimum disturbance was 
1909. The number of miners on strike for that year is placed 
by the bureau at 24,763, and the number of working days 
lost at 723,634. The next lowest year was 1907, when 
32,500 men were on strike an aggregate uf 462,592 
working days. In other words, the industry 
has devoted to strikes not less than half 
a million working days in every year 
but one of this twenty-year’ period. 

So much for the minimum disturbances. 

The maximum is staggering, in its evi- 

dences of time lost. It was reached in 1922 

when 603,031 miners were out a total of 

73,497,043 days—the largest strike in his- 

tory. In fifteen of the twenty years more 

than 2,000,000 days a year were lost. In 

nine of these years the working days 

lost exceeded 5,000,000. Four 

times the loss exceeded 15,000,000 

days—these years 

being 1906, 1910, a 

1919 and 1922. This Lo Mff ———N) 
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number of men who are involved in this situation, 


Union Men on a Non-Union Basis 


During this twenty-year period the advantage has shifted 
from one side to the other in a bewildering complex of 
local victories and defeats, until it became a saying that 
the cost of each was about even. The perfect illustration 
of this is furnished by the present situation, which is based 
on the victory won by the miners in 1922 and clinched for 
three years in the 1924 agreement of union operators in 
the central competitive field to pay $7.50 a day as a base 
rate. John F. Lewis, president of the United Mine Work- 
ers, was hailed by his admirers as one of the greatest of 
union leaders for this achievement. At the time it was 
made the union mines controlled somewhere between 65 and 
80% of the total bituminous tonnage, and with that balance 
of power it appeared to be a similar matter to drive the 
open shops into line and unionize the entire industry. 

Less than thirty days after the agreement was made, 
however, the union operators began to discover that they 
could not sell their coal at the prices necessitated by the 
higher wage rates. Then began the most rapid and colossal 
shift of an industry in the history of the world. The union 
mines closed and the non-union fields opened. Before long 
more coal was being turned out of the non-union fields than 
could possibly be accounted for by the known and tabu- 
lated number of non-union miners. The union men, in 
other words, finding no work at $7.50 in their own fields, 
followed the doctrine of economic necessity and moved over 
to the open shop mines at $5 a day or whatever they could 
get. 


A Loss to Both 


Still later the now familiar controversy between Lewis 
and the union operators over breach of contract de- 
veloped. It was charged and admitted that oper- 
ators who had signed the contract were working 
their mines at less than the contract wage 
rate, although this contract had not been 
abrogated by the United Mine Workers. But 
this discussion soon became academic, for 
the simple reason that the open shop mines 
were producing the bulk of the coal. Ala- 
bama, for example, went up from 19,130,184 
tons in 1924 to 22,356,000 tons in 1926; Ken- 
tucky from 36,127,133 to 47,906,000, and 
West Virginia from 101,662,897 to 147, 
209,000 tons, while corresponding in- 
creases were shown in other 
non-union territory and _ bal- 
ancing decreases 
the union strong- 

holds. 
The wage victory, 
B therefore, while it 
; ; cost the union oper- 
; ators who signed 
the agreement, mil- 
“WS lions in loss of mar- 
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per man is effected under non-union conditions. 






HE labor policy of the mine operator finds an interesting 
reflection im the output per miner. In certain counties 
of Pennsylvania and West Virginia, where mines are op- 

erated under union wage scale agreement as well as independ- 
ently, it is possible to closely compare production under union 
and non-union conditions. The output per man in each type 
of mine, as derived from the total annual production divided 
by the average number of men employed, presents a striking 
contrast in eight out of ten counties. From the accompanying 
graph the conclusion is almost irrefutable that larger output 
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ket, paid little or nothing to the miners. As a matter of 
fact it represented a direct loss of territory and prestige. 
The number of workers employed in the mines of Illinois 
fell off 12,000 between 1923 and 1926; and in the 
other strongholds of the union the losses were: Ohio, 16,000; 
Indiana, 13,000, and Pennsylvania, 38,000. When it 
is noted that many operators in each of these states 
who had signed the agreement were running non-union, 
it will be evident that the actual loss of jobs to 
the union has been much greater than these figures 
indicate. 

To say that Lewis and his miners know the cost of this 
victory, and to say that the union operators also know it, 
may appear to be redundant. But this is the point almost 
uiversally overlooked in all discussion of the bituminous 
coal industry. This, and the further and even more signifi- 
cant point that each side is aware of the other’s intelli- 
gence. Each side, to put it as plainly as possible, knows 
that the other knows. More than that, both operators and 
miners have had this knowledge year by year, yet strikes 
have been continuous. 






















Seeking an Advantage 






If anything is inescapable in this situation it is that the 
men who are actually engaged in the production and sale 
of soft coal are thoroughly educated to the fact that noth- 
ing is to be gained by one side from the other from strikes. 
It follows, therefore, that while the two opposing groups 
may be miles apart, insofar as any agreement is concerned, 
they are actually seeking advantage from some other source. 
It is inconceivable that they would go on striking and per- 
= strikes unless each side had some hope of advan- 
age, 

The source of this advantage is clear enough when the 
facts about the industry as a whole are examined. Insofar 
as the miners are concerned, the insurgent group led 
by John Brophy has openly stated that nationaliza- 
tion is the aim. 

“The goodness of God, the bounty of nature, 
has given coal to our country,” says the sum- 
mary of a pamphlet entitled “The Government 
of Coal” issued by District No. 2 of the 
United Mine Workers of America at Clear- 
field, Pa., under the program adopted by 
the district February 22, 1921. “The min- 





















ers did not create Coal. The owners 
did not. Only the community are the 
rightful masters. Social own- ‘ 
ership is the solution for Coal. ere 






We demand it.” 

In the forewordto ~~ 
this same pamphlet ) 
It is set forth that <i? 
“The Miners’ Pro- 
gram is founded on 
= Policy of nation- 
alization passed b 
the Cleveland Com 
Vention of the 
United Mine Work- 
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ers of America in 1919, and on the pregmble to the Union’s 
Constitution, which declares that the miners are entitled 
to ‘the full social value of their product.’” 


In the Same Boat 


No matter what actions may have been taken since by 
the union, under the pressure of diplomatic necessity the 
miners are in the same boat as the operators. Operated 
independently, the soft coal industry cannot support all the 
miners now engaged in it because of a lack of sufficient 
market to absorb the output. Until a few years ago the 
hope was held out by many economists that in time the 
growing energy and fuel demands of the nations would 
catch up with the production of soft coal, but that hope 
has now been shattered. 

In these columns some months ago the writer presented 
statistics showing that coal is not even maintaining its 
relative position as a source of energy supply. More re- 
cent figures show that even with the industry of the coun- 
try steadily storing up coal in expectation of the strike, 
and even with the increase in demand brought about by the 
British cessation, and even with the extraordinary pros- 
perity of 1926, less coal was produced in that year than in 
the banner year of 1918. The figures are 579,385,820 tons 
for 1918 and 578,290,000 for 1926. 


Has Lost Power Over Prices 


Still another significant fact in the relation of coal to 
all industry is to be found in comparing the output of 1921 
—the year of depression—with 1922, the year of the big 
strike. The total output of soft coal in 1921 was 415,922,000 
tons. In 1922 the total output was 422,268,000 tons. In 
other words, more coal was produced in the year of the 
longest strike on record than in a year when the loss of 
time from strikes was only about normal. the only 
. conclusion to be drawn from this is that a bad 
business year hurts the coal mines more than 
the business of the country is damaged by a 
big strike. 

The bald truth is that the coal industry 
has lost whatever power it may have had 
in previous years to compel higher prices 

for its product, without which high wages 

and peace in the mines are impossible. It 
has lost, if it ever enjoyed, the hope of at- 
taining this end by consolidation and pri- 
ie vate limitation of output. Every 
diye strike has made this less of a 
possibility, by bringing about the 
3 opening of new min- 
ing areas and thus 
running up the 
amount of capitali- 
zation that would be 
required to obtain 
control and reduce 
output. 

(Please turn to 

page 1024) 
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Eighth Wonder of the Investment 


World 


A Bull Market Which Has Inadvertently Been Lifted to 
Still Higher Levels by Those Who Would Push It Down 


By ELLIOT GREGORY WILLIAMS 


HEN this colossus among bull 

\Y) markets first reared its head 

above the highest levels reached 
by any predecessor and passed the 
stated age of all ordinary upward 
cycles, sophisticated traders turned 
exceedingly bearish. Their skepticism, 
and apparently their courage, have only 
increased with each new advance of 
the giant. Moreover, the bears seem to 
have increased in number with every 
fresh rise. 

The basis for this growing lack of 
faith in the prevailing bull market lies 
very largely in the history of past 
performances. Barring the major 
reactions of 1923, 1924 and 1925, none 
of which could be construed as real 
bear markets, stock prices have been in 
an upward cycle since deflation halted 
in August, 1921. The present major 
advance, therefore, is well in its sixth 
year. Not alone in point of age has 
it eclipsed all predecessors, but also 
in breadth and range it has violated 
precedents that had become well nigh 
sacred to market theorists during the 
last quarter century. 


A Parallel Situation 


True, the six-year rise in rail stocks 
over the period 1897-1902 affords a 
close parallel, insofar as time is con- 
cerned, with the present bull move- 
ment. This constructive cycle of by- 
gone days, however, was confined 
largely to the one group. Industrials 
of that time covered nothing like the 
broad scope of today. Speculative in- 
terest in them cannot be compared 
with the great public following that 
recent years have brought to this class 
of stocks. Moreover, industrial par- 
ticipation in this early 20th century 
bull market was faint-hearted, so that 
the average price level in nowise ap- 
proached that of today, even at its 
peak. 

Dismissing this one-sided bull mar- 
ket of 1897-1902, accordingly, cycles 
of rising prices prior to 1921 were 
never known to run beyond a life of 
three years from inception to culmina- 
tion. Furthermore, only one of these 
bull markets, that of 1919, was able 
to push througa an average price level 
of 100. 

With remarkable regularity, most of 
the old bull movements were followed 
by bear markets which showed very 
much the same uniform time charac- 
teristic as did the former, though they 
were of shorter duration. Thus, the 
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bear market of 1908, following the 
cycle of rising prices already referred 
to, covered a stretch of approximately 
thirteen months. Thereafter ensued 
an era of constructive market opera- 
tions in rails and industrials alike, 
which carried the market to its 1906 
peak. The duration of this tidal 
swing was roughly three years. 
Faithfully upon the heels of this 
major advance came the bear market 
of 1907, founded upon the so-called 
“money panic” of that year. Then 
came a primary movement lasting 
about two years. Culminating in 1909, 
this bull swing gave way to the irregu- 
lar and slowly sagging markets of 
1910-1914. Bull and bear cycles in 
this period were less pronounced than 
those of the preceding years, and. for 
a time the market did not run true to 
form. Two fair-sized recoveries halted 
the steady dribble of liquidation which 
foreshadowed opening of the World 
War in 1914. 
Nevertheless, stocks 
again passed out of the 
sea of depression to em- 
bark upon the unforget- 
table war and _ post- 
war booms ot 1915- 
1916 and 1918-1919. 
This later bull move- 


ment, like that of 1897-1902, was not 
whole-hearted, for now the 
rails proved laggard while 
industrials prospered. Both 
groups, however, 
partook fully of 
the twenty - one 
months’ deflation 
that followed this 
two-year bull 
cycle. 

From this 
sketchy review of 
past markets, it 
is obvious 
that bull 
movements 
enduring 
more than 
three 
years 
are in 
grave 
danger 
of over- 
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saying their welcome with a consider- 
gle section of the financial community. 
Having come to regard the record of 
past performance as a precedent for 
future action, this body of market fol- 
jowers has not been content merely to 
look askance upon the steadily mount- 
ing pyramid of prices. It has sought 
to speed the departure of the seemingly 
pver-emature bull market of 1921-1927. 

In other words, the bull and bear 
swings of former years had estab- 
lished a sufficient reputation, for time 
sequence to encourage belief that the 
“eycle theory” could be applied to the 
stock market no less than to business. 
The fact there has always been a close. 
correlation between the fluctuating 
tides of industry and security prices 
only tended to foster faith in this none 
too definitely established theory. 


,,,,,, ————————————————————————— 


Se- 





cure in the hypothesis that history 
must repeat itself, therefore, profes- 
sional as well as_ non-professional 
traders may be forgiven for assuming 
that the time had come to sell short 
when the extant bull market went be- 
yond its theoretical life, as measured 
by former yardsticks. 

Its ambitious rise above all previous 
heights has been but better calculated 
to deceive. In times past, an advance 
in the accepted stock averages into the 
area between 90 and 100 was com- 
monly accepted as a signal for lighten- 
ing all long commitments. Stocks 
were then without question in the 
“selling zone.” As already stated, 
only one bull market had the hardihood 
to carry above the upper line of this 
theoretical selling zone. 

Moreover, when this entry became 

















synonymous with approach to the like- 
wise theoretical maturity of three 
years, short sellers with courage and 
ample resources could “go short of the 
market” with assurance. They had 
merely to wait for the regular ebb 
tide to let them out of their short com- 
mitments at handsome profits, pro- 
vided, of course, that attack was well 
directed in respect to stocks selected 
for short selling operations. 


The Eighth Wonder 


It is small wonder, then, that the 
ranks of the skeptics have augmented 
with every flight of the averages to 
new heights. The persistency of the 
market’s advance to heretofore un- 
dreamed of peaks has come to be 
regarded in many quarters as a sort 

(Please turn to page 1042) 
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securities—after sixty-four years. 

In the recent revision of the Na- 
tional Bank Act of 1863 it admits the 
legal existence of such securities in a 
banking sense. It authorizes banks to 
buy them, but in doing so it specifies 
that they must be “marketable obliga- 
tions” and leaves the definition thereof 
to the Comptroller of the Currency. 
That official thereby becomes a sort of 
“blue-sky” investment dictator, with 
wide powers over the classification 
and, therefore, value of all securities 
affected by bank acceptability. Thus 
the investment features of the re- 
formed act may turn out to be its most 
effective innovation. Taken together 
with the liberalization of loans of 
national banks, these provisions are 
undoubtedly of the most immediate 
significance to investors theugh the 
stabilization of the banking systems is 
more fur'dainental. 

This backing reform is known as the 
McFadden law. It has been before 
Congress for four years and despite 
Mr. McFadden’s frantic protests has 
been called a branch banking bill, first 
and last. That is because its clauses 
relating to branch banking have been 
the most contentious of a contentious 
lot. It has put legal authority into a 
measure of branch banking for the 
national banks. 


((ewxtriticn recognizes investment 


Representative Louis T. McFadden 
of Pennsylvania 


banking without a policy that sanctioned it. The 


Why New Banking 


Investments 


McFadden Act Makes Federal Reserve 


System Permanent Feature Instead of 


Experiment—Vital Investment Phases 


The foes of compact power, whether 
political or economic, denounce this 
step as merely the first that will enable 
the wolf of branch banking to devour 
the sheep of the individual banks and 
replace a democracy of banking power 
with a few financial imperialisms in- 
tent on further down-treading the well- 
known down-trodden common people. 

Nevertheless, Representative Louis 
T. McFadden, of Pennsylvania, chair- 
man of the House committee on banking 
and currency, who has fought the re- 
form measure through two Congresses 
with the tenacity of grim death itself, 
is an opponent of branch banking, and 
occasionally sees money-power ghosts 
and such like. To him the branch-bank 
features of his law-child are merely 
incidental to the defense of national 
banks against the unequal competition 
of state banks; it’s simply a case of 
fighting fire with fire. In Mr. Mc- 
Fadden’s conception, his law pre- 
eminently means that the national banks 
have been revitalized, that the National 
Banking System has been perpetuated 
and that the Federal Reserve System 
has been translated from the status 
of legislative experiment to that of a 
permanent part of our national bank- 
ing policy. 


National Banks at a Disadvantage 
To go back to the beginning, the 


Comptroller of the Currency, the 
Federal Reserve Board and the Federal 


Reserve Banks became alarmed over | 


the slow death to which the national 
banks and consequently the Reserve 
Banks and the system seemed to be 
succumbing. As only national banks 
are or can be made compulsory mem- 
bers of the Reserve Banks, the whole 
Federal Reserve System is finally 
founded on them, no matter how many 
member state banks, with their liberty 
of action to come in or go out. 

About five years ago it became ap- 
parent that the national banks were 
changing over into state banks at a 
rate that foretold the exhaustion of the 
system. A diagnesis of the alarming 
tendency showed that the cause was the 
superior advantages of state charters, 
which made it difficult and sometimes 
impossible for the national banks to 
compete with the state banks. 

Some of these advantages were: 


(1) Branch bank privileges, in 22 
states. 

(2) Perpetual or 
charters. 

(3) Broader lending powers. 

(4) Greater facilities for consolida- 
tion of banks. 


indeterminate 


The McFadden law meets obstacle 
No. 1 with the branch bank authoriza- 
tion which has aroused so much bitter 
opposition and. provoked so much dis- 
cussion—resulting in four-years’ delay 
of the act. For reasons that need not 
be detailed some national banks had 
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Modernizing the National Banking System 
By Representative LOUIS T. McFADDEN, Chairman of the House 
Committee on Banking and Currency 


determinate. Except for this or some later similar action 
the Federal Reserve System would have died in 1934. 


oe a mt hCUMelUrelU ee ee eS «6 oe lel ee at ee 


fhe United States has been drifting toward branch 


Similarly the national banks will henceforth operate under 
indeterminate charters. 

The investing public may be surprised to learn that under 
the new law investment securities for the first time are 
accorded national banking recognition as such; heretofore 
they have been lumped into the limbo of “other evidences 
of indebtedness.” Consequently, the national banks have 
operated in a region of dimly lighted authority and lack of 
express legal sanction when dealing with stocks and bonds. 
Had it not been for that vague phrase, “other evidences of 
indebtedness” the national banks would have had no legal 
authority for a great sector of modern banking. 

Hereafter the banks will be expressly governed by # 
provision that they may buy “marketable obligations,” the 

(Please turn to page 1039) 
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drift—among other things—was slowly undermining 
the national banks and thereby endangering the Federal 


Reserve System. Pending a determination of general 
national policy in regard to branch banking, it became im- 
perative to take steps to crystallize the status quo. The 
McFadden law accomplishes that end by authorizing the 
national banks to establish branches where they are in com- 
petition with state branch banks. Further, to hold banks 
in the national system and encourage state banks to 
nationalize, the law further equips the national banks to 
compete for business on an equal footing with state banks. 

While strengthening the foundations on which the Fed- 
eral Reserve System rests, we have incorporated the latter 
into the permanent banking policy of the government by 
making the charters of the Federal Reserve Banks in- 
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Law May Make 
Panic-Proof! 


By 


‘THEODORE M. KNAPPEN 


long-standing branches that were sanc- 
tioned by law; others had established 
branches or so-called offices or agen- 
cies that were of doubtful statutory 
authorization, although permitted by 
the Comptroller of the Currency. The 
McFadden act, in general, legalizes all 
existing branches. : 


The New Branches 


As for new branches, the general 
provision is that they may be established 
wherever state laws permit branch 
banks, but must be confined to the 
limits of the city of the parent bank 
and are further limited in number by 
population restrictions. The city must 
have 25,000 people or more to permit 
one branch; 50,000 or more for two 
branches; over 100,000, the number of 
branches is subject to determination by 
the Comptroller of the Currency, who is 
the national supervisor of banks. In 
case of consolidation of national banks 
or of national with state banks the 
new association may retain all of the 
hitherto existing branches. 

An effort was made to extend branch 
banking throughout a metropolitan 
area, instead of confining it to city 
limits. The banks of Cleveland and 
Cincinnati; where the corporate limits 
are well within the urban districts are 
already contending that tke omission of 
the word “corporate” in connection 
with the term “city limits” implies that 
Congress used the ‘term in a metropoli- 





tan district sense. The treasury authori- 
ties are sympathetic with this view but 
Mr. McFadden declares that there is 
no ground for it, either in definition of 
“city limits” or in the meaning of Con- 
gress. 

The national banks are now on even 
terms with respect to home-city 
branches in 22 states, and it is incon- 
trovertible that a great step is thereby 
taken in the extension of branch bank- 
ing in the United States, even though 
new branches are limited to the city of 
the parent bank. This urban limitation 
indirectly affects state branch banks, 
for if such banks are members of the 
Federal Reserve System they may not 
establish new out-lying branches. 


One Important Result 


An immediate result of the enact- 
ment of the McFadden law was the 
nationalization of the Bank of Italy, of 
San Francisco, the greatest branch- 
bank in the United States. The 
addition of this bank to the roll of 
national banks is a solid contribution 
to the permanency of the Federal Re- 
serve System. Its rapid growth since 
its founding in 1904 and the furious 
multiplication of its direct and indirect 
branches is the banking wonder of 
America. The parent corporation, con- 
fined to California, has 98 branches. It 
is controlled by the Bancitaly -Corpora- 
tion which includes among its subsidi- 
aries the Commercial Exchange Bank, 





Buttressing the Federal Reserve System 


By U. S. SENATOR GLASS, formerly Secretary of the Treasury, and 


rency committee. 
following comments.—EDITOR. 





“The McFadden bill is not to be considered as a revision 
of the Federal Reserve Act, it relates rather to the National 
But it does amend that Act so that the charters of 
the Federal Reserve Banks become of indefinite duration. 
The Reserve Act provided that the charters should expire 
Failing action by 
Congress in the meantime the Reserve System would have 
Under the adopted amendment 
the System will automatically continue indefinitely unless 


banks. 


after twenty years, that is, in 19384. 


terminated in that year. 


for MARCH 26; 1987 


Author of the Federal Reserve Act 


HE MAGAZINE OF WALL STREET has caused a number of 
questions pertinent to the so-called McFadden Branch 
Banking Bill to be addressed to Senator Carter Glass, 

author af the Federal Reserve System, former Secretary of 

the Treasury and member of the Senate banking and cur- 

His answers are consolidated into the 





Congress should take negative action. 
be necessary to sustain a critical contest for the extension 
of the System in 1934. 
destruction merely by inaction; they must take the offensivg 
in the open against a permanent institution. 
provision that indirectly contributes to the perpetuation of 





the Bowery and East River National 
Bank (14 branches), both of New York 
City; the Banca d’America e d’talia, 
Rome (18 branches), the Liberty Bank, 
with 30 branches in California; the 


Commercial National and Savings 
Bank, Los Angeles, with 21 branches; 
Furthermore, the Bancitaly Corpora- 
tion owns stock in 93 other banks in 25 
principal cities of the United States. 
Its total of controlled banks, including 
the parent bank is 208. Their com- 
bined resources are over $520,000,000. 
Incidentally, it might be said that 
there is nothing in Federal law to 
prevent the extension of such “chain 
banking” through a holding corpora- 
‘ion like Bancitaly. 

With national banks empowered to 
compete urbanly with it in California, 
and having reached the practicable 
limits of rural branches, the Bank of 
Italy no longer had anything to gain by 
remaining outside the national system. 

In respect to liberalizing the privileges 
of national banks, there is a number 
of exceptions to the present limitation 
of loans, to one borrower, to 10% of 
capital and surplus, which give the 
national banks more latitude in dis- 
counting liquid commercial paper, with 
special consideration for paper grow- 
ing out of the production and market- 
ing of stable commodities. A national 
bank may now lend up to 40% to one 


























U. S. Senator Carter Glass 
of Virginia 





It will not therefore 
Its enemies cannot effect its 


Another 


the System is that which makes the charters of the basic 
national banks indeterminate, also. 


“The branch banking feature of the McFadden law con- 
tributes to the solidity of the Federal Reserve System 
through its removal of some of the handicaps national 
banks are under in competing with state banks. 
change will tend to check the tendency, alarmingly mani- 
fest of recent years, for banks to give up their national 
charters and reorganize under state charters. 
note: National Banks are compelled to be members of the 

(Please turn to page 1037) 
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law for these principal reasons: 


1. It is the entering wedge of the obnoxious branch 


banking system. 


2. It fastens the Federal Reserve system in its present 


menacing form upon the country. 


8. It befriends unsafe banking by putting the National 
Banks farther into the real estate loan business. 

4. It makes the National Banks investment banks and 
greatly extends their field for financing stock and com- 


modity speculation. 

Branch banking is nothing but the 
application of the monopoly idea to 
banking. We have chain department 
stores, gradually driving the little mer- 
chant out of business, the chain grocery 
destroying the little grocer; the chain 
shoe store, evicting the independent 


such customer, in addition to the gen- 
eral 10%, taking the paper involved as 
security. Local banks will find this 
orovision of great benefit in holding and 
extending their business in competition 
with big-city banks. The time limit 
is removed from livestock loans. 

National banks are authorized to 
have direct savings deposits depart- 
ments; and with the permission to 
lend as much as 50% of such deposits 
on real estate loans that may run for 
five years, instead of one as has been the 
case with time deposits and a limita- 
tion of 3314%, a vast new field of profit- 
able business is opened to them. Here- 
tofore the cream of this business has 
gone to the state banks in their various 
forms, including trust companies. 

But as no real estate loan may be 
split up, the banks are prevented from 
lending on mortgage bonds, though 
they are authorized to buy them, which 
is a gain for this type of bonds. Be- 
hind this provision there is doubtless 
an interesting tale of conflict of con- 
tending investment interests. The 
effect of this provision is, it would ap- 
pear, greatly to curb the competition 
of mortgage bonds with stocks and 
commercial bonds, while’ giving them 
a new standing. Giving the national 
banks continuous charters enables them 
to compete for long-time trusts. 


Important to Investors 


No other part of the McFadden law 
is of so much direct interest to in- 
vestors and investment houses as Sec- 
tion 2, which gives formal sanction to 
the long-time practice of national banks 
of dealing in investment securities. In 
practical effect it is a regulatory provi- 
sion. A bank may deal only in market- 
able securities bu what constitutes a 
“marketable obligation” is left to the 
Comptroller of the Currency to decide. 
The regulations the Comptroller will 
issue under this authority are awaited 
with keen interest. The law limits the 
amount a bank may invest in the obli- 
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The Bank Bloc Rules By vu. s. senator BURTON KENDALL WHEELER of Monten 


E have ‘heard much about the farm bloc in Congress 
but little about the bank bloc, and yet the latter 
jammed its measure, the McFadden branch banking 

bill, through Congress and the White House, while the 

farmers could not get past the White House hurdle. 
I opposed the McFadden bill and regret that it became 


shoe man; the chain drug store, absorbing the loca! store: 
and now it is the chain bank. The McFadden law. while 
professing to be something else is the opening wed~e for 
Federal sanction of branch-banking. 
crystallize the situation as it is, for it expressly authurizes 
state banks to nationalize and retain their branches, and 


It does more than 


the same rule applies if a national bank absorbes = state 


bank. All the state branch banks in all the states that 


permit branches may enter the national system and keep 


their present branches. Nominally, so far as new branches 


are concerned, this is a law for branch banking in the 


cities. That is mere camouflage; the big banks want branch 
banking everywhere, and unless future Congresses have the 
intestinal stamina to fight the great banking interests they 
will engulf the whole nation. 


The provision of the law perpetuating the charters of 





U. S. Senator Burton K. Wheeler 
of Montana 


gations of one company to 25% of its 
capital, including surplus. Owing to 
its specific authorization of banking 
investment ir securities and the defi- 
nite regulations that will follow, it is 
expected that the investment feature 
of the law will result in a great ex- 
pansion of the buying and selling of 
investment securities by national banks. 
This signifies a broader and stronger 
market, an enlarged interest in securi- 
ties and, perhaps, steadier prices. It 
will also make for extensive dealing in 
securities by private transactions and 
is likely to give more facile hypotheca- 
tion to all such securities as the Comp- 
troller may approve. 


Both Banks and Investors Protected 


The regulations will undoubtedly 
have the effect of protecting both banks 
and investors. The banks will be faced 
with contrary law when influence is 
brought to bear upon them to absorb 
questionable securities; therefore, they 
will have none to pass on to investors. 
The latter can then buy from banks 
with the utmost confidence, and ‘will be 
inclined to put their money into no 
security of a class that they cannot 
buy from or sell to a bank. 

The investment security investor has 


the Federal Reserve Banks is nothing 
but a rider tacked on to an unrelated 
measure for the purpose of entrenching 
the system without permitting due con- 
sideration of the evils of that system. 
Its proponents believed that if they 
(Please turn to page 1087) 


Se 


had no statutory standing with national 
banks heretofore. The new law gives 
him official recognition and surrounds 
his bonds and certificates with new 
prestige. 


National Banks Favored as to Branch 
Banking 


With the McFadden law firmly im- 
bedded in the statutes governing na- 
tional banks and the Federal Reserve 
System, both the national banks and 
the Federal Reserve Banks now have 
charters unlimited as to time. To im- 
peril the existence of either will re- 
quire negative legislation, of which 
there is no danger; but with national 
banks limited to 50-year charters, and 
the charters of the Reserve banks ex- 
piring in 1984, it required only con- 
gressional inaction to put the whole 
Federal Reserve System into jeopardy. 
The liberalization of the commercial 
lending privileges of national banks, 
the authorization of savings bank de- 
partments and the widening of the real 
estate mortgage loan field put the 
national banks on a competitive level 
with the state banks. The greater 
liberality of state laws in general will 
no more than offset the peculiar ad- 
vantages of the national banks. 

The Glass-Owen bill of 1914 created 
the Federal Reserve System. The Mc- 
Fadden law entrenches and perpetu- 
ates it. Direct branch banking is vir- 
tually stopped where it stands after 
the national banks avail themselves of 
the present competitive extension 
privilege. Although the chain banks 
may eventually engulf the country in 
a banking monopoly comparable to that 
of Canada and Great Britain the great 
city banks, as such, can not further 
spread themselves over whole states 
and remain or get into the national 
system. So far as federal authority 
permits the national policy is clearly 
established as in opposition to branch 
banking. 
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Lower Price Levels Bringing About 
Profound Economic Changes 


—Effect on Business and Investments 
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prices? Has the greatest upward 

movement in commodity prices 
yet known, that from 1897 to 1924, 
come to a close? The answer to this 
question comes to “men’s business and 
bosoms” as the old phrase has it. There 
isno phase of economic life that will 
not have to be reconsidered, if we are 
facing a period of declining commodity 
prices. 

We have had one such epoch—from 
1873 to 1897, and its lessons can in 
some measure guide us in forecasting 
the future. But many differences sug- 
gest themselves, and the subject is one 
' that business men and investors must 
consider afresh. 

We have become so accustomed to a 
rising level of prices that we find it 
almost impossible to conceive of profits 
being made in a period of declining 
' price. There is a subconscious be- 
| lief that a period of declining prices is 


A’ we in an epoch of declining 




















Before dis- 
cussing the ef- 
fects of an 
epoch of lower 
prices, it is 
pertinent to ask if it is a fact. The 
epoch of inflated war prices ended with 
acrash in 1921, but there was a re- 
bound until 1924. In fact, only in the 
last two years has a lower price level 


Is the Price Level 
Permanently 
Declinir 

























been sustained and only lately has there 
been clear evidence that no large sec- 
tion of industry is likely to enjoy higher 
prices, 

The ind: of the Department of 
Commere: w declines in wholesale 
prices fi ractically all important 
commoditi« In Europe, wherever 
there is stable currency the price 
level has .Joclined sharply in the last 
two yea “he average reduction runs 

' from 15 20%. The United States, 

» more t} ver depeiiinad on foreign 
trade a: regulator of the domstic 
Price le. is moving into line. A 
world-w' tendency has set in, and 
in so j Europe is concerned, in 
Most couiiries the end of the epoch of 
for MARCH 26, 1997 





one of declining profits, of declining 


. wages and of a lower economic level 


generally. Few persons consider it 
compatible with progress. The only 
ones supposed to profit by such a situa- 
tion are the lenders of money—mort- 
agees and bondowners. 

An interesting historical example of 
this belief was illustrated in the 1896 
campaign. Mr. Bryan held that the 
lower price level compelled the debtor 
to settle with the creditor by giving 
him more commodities at the end of 
the debt period than he received at the 
beginning. He thus held that the “rich 
were getting richer and the poor 
poorer” and that the only remedy was 
to establish a currency that would al- 
most double the price level. The preju- 
dices of Mr. Bryan were articulate: the 
beliefs of his following are widely held 
to this day. It is important to inquire 
if this is true, and if the future holds 
out its promise for bondholders only. 





high prices is considered certain. The 
end of bonanza gold production, and 
the surplus of physical production of 
commodities have combined to empha- 
size this new development. 

It must not be forgotten, though, 
that even after these declines, the price 
level is still high compared with 1897 
levels. In the United States, prices are 
roughly about 50% more than in 1914, 
and in 1914 they were 66% higher than 
in 1897. Taking 60 as an 1897 basis, 
our present price level is at about 150. 
It is still much higher than at any time 
prior to 1873, the last period of high 
prices. Apart from temporary Civil 
War inflation in America, at no point 
from 1848 to 1873, the classic period 
of “gold prices,” did the price level be- 
gin to approximate what it is today. 
In Europe the decline in prices, though, 
has been brought more into conformity. 
Prevailing gold prices in Germany, 
Austria, etc., are only about 25% more 
than pre-war level, and thus are at 
about twice the lowest price level 
reached in recent history. In the race 
for foreign markets Germany is defi- 
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nitely in the lead now, in so far as the 
price factor is concerned. Her com- 
paratively restricted production capac- 
ity, though, will not enable her long to 
maintain this rate of gain, once Ameri- 
can prices tend similarly downwards. 


The index numbers in- 
dicate that a decline of 
6% in commodity prices 
occurred in 1926, and 
despite this the year was prosperous. 
In fact, a decline in commodity prices 
has been noted for three years, and as 
yet the figures of real income—that is 
of purchasing power income, show an 
average annual advance of 7% for the 
nation as a whole. We have seen that 
the greatest prosperity in our history 
has occurred at a period when commod- 
ity prices were at least stationary, and 
that 1926 continued this prosperity de- 
spite this decline in prices. 

The first part of the transition from 
high to low prices has been effected 
easily. But the rate of reduction has 
been moderate. What interests the in- 
vestor is first, the possibility of injury 
to company prosperity in a period of 
accelerated deflation, and secondly, the 
long-range possibilities of profits under 
a continued declining level of prices. 

It is only fair to state that for sev- 
eral years since 1921 the trend of com- 
modity prices has occasionally been up- 
wards. Hence we cannot assume off- 
hand that the history of profits under 
the 1921-26 level of prices will con- 
tinue to be the same should a steady 
period of price declines set in. 

Fortunately we have a precedent for 
the study of the effect of lower prices 
on profits. From 1873 to 1897 prices 
declined all over the world. The net 
result should have been a narrow mar- 
gin of profit for business and an al- 
most stationary, if not declining, vol- 
ume of production. But in fact the 
period was marked by a steady aug- 
mentation of gross volume of business, 
of gross cash receipts, and for the most 
part of prosperity. It is important te 
find out what incentive there was to 
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The Effect 
On Profits 

















increase production in order to realize 
less income. The answer is to be found 
in the improving position of labor dur- 
ing such periods. 


It is best to con- 


Real Income of 
sider here the ex- 


Labor Rises ” perience of labor 
Declining Price ina country such 
Period as England, 

where economic 
advance was much slower, and where 
there were no profits arising from the 
sheer physical growth of a young 
country, as in America. The index of 
commodity prices sank from 102 in 
1874 to 61 in 1896. We have complete 
records of money wages from 1883 to 
1897 and in this period the average 
wage paid to labor rose from 100 to 
115, despite a sharp decline in com- 
modity prices. Physical consumption 
of goods rose from 100 to 108. As 
prices declined by over 10%, and wages 
advanced 15%, and consumption ad- 
vanced only 8%, it follows that the 
difference was saved by the working 
classes. 

According to the best British statis- 
tics, the real wages of labor from 1874 
to 1896 rose from 70 to 98: that is pur- 
chasing power advanced by about one- 
third. This figure is nearly as reliable 
as the one for the more restricted pe- 
riod. In plain words, in an old coun- 
try, with no complicating factors, the 
condition of labor improved in a period 
of lowered prices. Thus the effective 
consumption capacity, which regulates 
the production of commodities was 
raised. The old notion that while goods 
are cheap in a period of declining 
prices no one has the wherewithal to 
buy, is definitely refuted. Cheap goods 
do not make cheap men. 

It is obvious that if the wages of 
labor increased, not only in terms of 
purchasing power but in that of cash 
payments, improvements in  produc- 
tion processes must have cut costs. 


Otherwise it would not have been pos- 
sible for a high labor bill to be paid 
and prices cut, and still a profit to be 
shown. It can therefore be laid down 
as a law that wherever improvements 
in production processes cut costs faster 
than wages rise, a lower price level 
means increased profits. If, however, 
costs are cut, but real wages decline, 
then the operations will not be profit- 
able, because the lack of consumer ca- 
pacity would compel a further disas- 
trous slashing of prices and hence de- 
stroy profits. 

It is the conjunction of technical im- 
provements and increased wages that 
means a continuation of profits in a 
period of lowering prices. Is that sit- 
uation likely to come about? 


The United States 
is obviously in a 
much better posi- 
tion to effect these 
results today than 
was Great Britain from 1874 to 1897. 
We are still not as saturated indus- 
trially, and no matter what our need 
of exports, we are far less dependent 
on foreign trade. There is one dis- 
quieting feature, intimately connected 
with low commodity prices, however, 
which may work out to a serious dis- 
advantage for ourselves. 

For some time the index of prices of 
farm products has declined more 
speedily than the index of prices for in- 
dustrial products. In fact, once the 
price of food products is ruled out, the 
decline in prices is not as yet very im- 
portant. The decline in food prices is, 
of course, a real addition to the wages 
of industrial labor. Hence a large part 
of the buying power of the working 
classes, that has helped sustain indus- 
trial production, has been consequent 
upon the distress of the farmer. 

Great Britain in its low price period 
went through a similar experience. In 
1879 the price of British farm products 


The Future of 
Profits and 
Wages 


dropped so sharply that hvitish agri. 
culture never recovered frov: the blow 
A plethora of cheap food f.om Russia 
the colonies and the thea recently 
opened American prairie st: es brought 
down smali scale British fa. ning, Ty, 
United States was enable: to abgoyi, 
the money losses in farmin: only to , 
small extent. The resultant agricy. 
tural distress, even in the heyday of 
prosperity, was reflected in the growth 
of Populism and the Silver movemen; 
both meeting with a check in the 1396 
election. Fortunately the upturn jp 
prices in 1897, consequent upon gold 
production increases in the Rand and 
the Klondike, made the 1896 election 
the last phase of this unhappy period, 
For England the ruin of a small clas 
of landed gentry was as nothing com. 
pared to the benefits of cheap food for 
the masses. For the United States the 
breakdown of the farmer buying power 
finally broke the back of prosperity in 
1893. 

Will this situation repeat itself? It 
appears that the answer is in the affirm. 
ative. Not only is the smaller pn- 
duction of gold making for a long-term 
world tendency to lower prices, but the 
American farmer is competing more 
and more with an increase of produc- 
tion abroad. No steps have yet been 
taken to curb the American overpro- 
duction of cotton, or the world over- 
production of breadstuffs. The situa- 
tion for the next few years, with immi- 
gration largely eliminated, is favor- 
able to labor; temporarily favorable 
towards industry, despite some initial 
losses, and permanently unfavorable 
for the agricultural class. 


The characteristic 
feature of a period 
of low prices is the 
premium it puts on 
fixed investments such as mortgages 
and bonds. In 1874, for example, the 
(Please turn to page 1015) 
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mall class edge of probability, thereby reducing 
hing com. the query to one of purely academic 
» food for value. To those who have made it 
States the their business to keep well informed on 
ing power recent tendencies in auto installment 
sperity in fnancing (as has every wide-awake 
banker and automobile manufacturer) 
tself? [t the problem is one of vital importance. 
he affirm. Innumerable discussions on install- 
ler pro- ment buying have appeared in print 
long-term and have been heard in the spoken word 
s, but the during the past few years. In fact, 
ng more one is very likely to gain the impres- 
 produe- sin by this time that almost every- 
yet been thing has been said about installment 
overpro- buying that could be said 
rld over. without starting at the be- 
ne situa- ginning and going over the 
th immi- ground all over again. At 
3 favor- least, this was the case up to 
avorable afew months ago when cer- 
e initial tain “bad weather” signs be- 
avorable gan to appear on thehorizon. 
Heretofore practically all 
investigation relative to in- 
stallment buying proceeded 
from the standpoint of 
teristic whether or not it was a 
a period good thing for the country; 
as is the was it leading to credit in- 
puts on flation; would it be instru- 
rtgages mental in precipitating a 
ple, the reversal in the business 
;) trend? At the moment, 
investigation is taking a 
somewhat different tack. 






What the banker wants to 
know especially now is 
whether installment paper 
originating in the automo- 
bile industry is a good, bad 
or indifferent investment 
for bank resources. 


The Receding Tide 


That the tide of auto- 
mobile installment paper 
coming ultimately to the 
banks has reached its high 
water mark and is now re- 
ceding is a fact disclosed 
by recent investigation 
along this line. Indicative 
of this trend, it is a matter 
of record that General Mo- 
tors Acceptance Corpora- 
tion—the largest unit of its 
kind—h-s completed a hun- 
dred milion dollars in new 
financinsy during the past 
twelve months which was. 
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The Weak Link in Motor Prosperity 


Bankers Call a Halt on Expansion of Installment Buying W hich Is 
Employed in About 75% of All Sales—Effect on Motor Industry 





By HOLT DEARBORN 


gible with respect to the investment of 
the banks in installment paper. This 
is one of the bright spots of the 
picture as it now appears. Even 
in regard to the finance companies, 
losses of any major importance appear 
to be isolated to notably poorly man- 
aged concerns which suffered from pe- 
culiar—not general—circumstances. 

It must be emphasized, however, that 
the figures available concerning the 
percentage of losses to total paper car- 
ried are not as complete as might be 
desired, even in the case of the older and 
more conservative finance companies. 
For example, it is not known whether 
the expense of repossession or fare- 
closure is included among the losses or 
whether it is charged against operating 
expenses or some other item. Neither 
is the policy of the various companies 
concerning contracts in ar- 
rears too well defined. It is 
well known that the condi- 
tion of the used car market 
is such that all concerned in 
the financing of purchase 
contracts are a good deal 
more interested in collecting 
the money due than they 
are in obtaining possession 
of the motor car. 


The necessity of conserving cash re- 
sources in the case of other well known 
financing companies has led to reduc- 
tion of dividend disbursements and an 
accompanying setback in the market 
valuation of the shares. 

The financial embarrassment of a 
prominent Philadelphia finance com- 
pany, known to be doing a large busi- 
ness in automobile paper, and the re- 
capitalization and reorganization of 
others of less prominence are other 
straws in the wind not being overlooked 
by the conservative banker. In bank- 
ing circles one hears rumors that those 
institutions which have been carrying 
more than their share of auto paper 
have begun to cut down on these lines 
of credit so far as consistency with 
good banking practice permits. 

Actual losses to date have been negli- 


Striking Growth of 
Financing 


Installment selling was 
introduced into the automo- 
bile business about 1915, 
enjoyed a slow and unim- 
pressive growth for several 
years and then, suddenly in 
1920, it grew by leaps and 
bounds to enormous propor- 
tions. The effect on sales, 
and in turn on production, 
was most pronounced. Ex- 
act figures are unavailable 
for the entire period, but 
last year several surveys 
disclosed the fact that three 
out of four passenger cars 
were being sold on “time 
payments” with a somewhat 
higher percentage in the 
case of trucks, buses and 
taxicabs. It is estimated 
that six billion dollars’ 
worth of goods are now 
being sold on the install- 
ment plan annually, exclu- 
sive of homes. Other esti- 
mates run as high as eight 
billion dollars, of which 
four billion are believed to 
be in the banks in one form 
or another over any twelve 
months’ period. Of these 
totals, approximately half 


The Juggler! 
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97% 









of the installment paper outstanding 
represents uncompleted payments for 
motor cars. 

With a credit business that has ex- 
panded into such enormous proportions 
largely during the past six or seven 
years, no one can rely entirely on past 
history as a guide to the future. At 
least, bankers who have been carrying 
an unusually large line of automobile 
finance paper are beginning to study 
the fundamental risks involved in this 
type of investment with a view to pres- 
ent conditions instead of depending too 
largely on the percentage of losses in 
the past. 

Heretofore, the banker has paid lit- 
tle regard to whether or not the buyer 
makes good on his uncompleted pay- 
ments. Finance companies attempt to 
secure the endorsement of the 
retail dealer on installment | 
paper, although this practice 
is not universal. The guaran- 
tee of a surety company is an 
acceptable substitute, and in 
some cases the paper is guar- 
anteed by both the dealer and 
a surety company. When dis- 
counted at the commercial 
banks, this paper also bears 
the endorsement of the finance 
company. 
| 
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A Temptation for Banks 


Thus, with the protection of 
three names and sometimes 
four, as well as the reposses- 
sion privilege in the back- 
ground, the banker has usually 
felt pretty well secured and, 
on the average, well pleased 
with the rate of return that 
this type of business earned 
for his institution. In bank- 
ing circles, the tremendous 
rate of growth in automobile 
installment purchases is laid 
to the door of the manufac- 
turer and the latter’s ambitions 
to make sales. Among auto- 
mobile manufacturers one 
learns that it is the fondness 
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Comparatively few of these finance 
companies come under supervision, 
similar to that of commercial banks, 
and the practices of the others are regu- 
lated solely by the business acumen of 
their officers which actually represents 
a wide field of variation all the way 
from the aggressive “go-getter” type of 
organization to the conservative, cau- 
tious policies of the older and ably man- 
aged companies. In the entrenchment 
that is known to be going on in the 
banking world so far as discounting 
auto paper is concerned, it is the former 
type of finance company that is feeling 
the pressure of reduced credit lines. 


A Striking Example 
In the case of Hare & Chase, Inc., of 


A New Angle on Installment 


Financing 


URING the past few months, the market be- 
havior of the shares of some of the industrial 
finance companies has indicated that all is not 
well in this enormously expanded field of semi- 
banking activity. Coming at a time when certain 
of the larger banks are reported to be scrutinizing 
their loans to finance companies a good deal more 
rigidly than in the past, the question arises, are 
these the first signs of a break-down in installment 
buying? 


The author presents here the results of a careful 
investigation of these new developments, with par- 
ticular emphasis on the probable effect on the mo- 
tor industry which at present is admittedly depend- 
ent for a large part of its current prosperity on the 
sale stimulus of the various “time payment” plans. 
It contains much food for thought for investors in 


all motor securities. 


cerned about the extent to w!'-h mem. 
ber banks and others have gon. into the 
purchase of automobile pap». [t is 
suggested that the Comptroli- of the 
Currency may ask for some s}:-cifie in- 
formation concerning their inystments 
in this kind of paper when -he next 
call goes out to national bani;. [t is 
pointed out that whether or not this 
data be included in the Com itroller’s 
public report, it would be available to 
Federal Reserve officials an: might 
provide a basis for indirect regulation 
in their dealings with member banks, 
Such policy would, obviously, have g 
profound influence on the auto finance 
business. 

Assuming that the movement for re. 
stricting installment paper discounting 
assumes no more serious form than dis. 
crimination in favor of the 
contracts of the stronger and 
more conservatively managed 
finance companies, it is stil] 
safe to predict that automobile 
time payments have seen their 
hey-day. Those who are deal- 
ing in auto paper either as 
middlemen or the ultimate pur- 
chasers are fairly well con- 
vinced by this time that the 
real worth of installment con- 
tracts as investments is basic- 
ally determined by the inten- 
tion and ability of the 
installment buyer to complete 
his payments. Even now the 
finance company that fails to 
eliminate the irresponsible 
buyer loses favor when it 
comes to discounting its paper 
at the bank. Mass production 
cars whose life in the 
hands of an_ irresponsible 
time payment owner barely 
goes beyond the maturity of 
the installment paper is like- 
wise frowned on in this new 
era of discrimination. The 
day of padding sales lists 
with any kind of buyer who 
can be induced to part with a 
down payment is rapidly com- 
ing to a close. 
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of the commercial banks for 
this kind of paper that has 
been responsible for the increase. 

There is much truth in both conten- 
tions; in other words, the cost which 
dealers were willing to allot to time 
payment charges for the sake of mak- 
ing sales and the readiness to discount 
this paper by the banks for the sake of 
keeping their assets earning a good rate 
of return are jointly responsible for the 
mushroom growth of finance companies 
in every part of the country during the 
past five or six years. It is not surpris- 
ing, therefore, that many finance com- 
panies are subsidiaries of the manufac- 
turer and others are either subsidiaries 
of or closely allied with commercial 
banks. As to the number of finance 
companies now in operation, again ac- 
curate figures are not available. Some 
say that there are no more than 800, 
while others place the estimate at not 
less than 1,700. Those who have studied 
the subject thoroughly agree by com- 
mon consent that there are “more than 
a thousand.” 


980 


SASRSBSSSEASBSSSSSSESASRRBRRRRSERBRRRESASS PERE BE 


Philadelphia, which recently was taken 
over by its guarantor, an indemnity 
company, arrangements had to be made 
to carry some four million dollars of 
frozen assets, represented largely by 
automobile paper. The difficulties of 
this well known firm are said to have 
increased the sense of cautiousness al- 
ready noticeable among eastern banks, 
many of them immediately cutting 
down on the lines of credit standing 
with other auto finance companies. 
Possibly some of these bankers pictured 
themselves in the dilemma of the surety 
company which had the alternative of 
putting real cash into the embarrassed 
Philadelphia concern or suddenly be- 
coming owner of a lot of motor cars 
in a market that is none too favorable 
for liquidation. In this particular case 
in point it is significant that the former 
course was chosen. 

A report is circulating among the 
local bankers that the Federal Reserve 
officials in Washington are greatly con- 


Should the most pessimistic 
of the several views now 
current prevail, a real breakdown 
in installment buying in the offing 
will bring general contraction with- 
in the motor industry.  Investiga- 
tion shows (and the head of one of the 
most prominent auto companies has re- 
cently assumed ‘sponsorship for the 
statement) that only 35 per ‘cent of the 
present number of units sold by dealers 
could be disposed of on a strictly cash 
basis. Even though the reduction would 
be less severe, unit costs would mount 
on a restricted output. With higher 
production costs come higher prices, 
and with higher prices come still fur- 
ther restricted sales. With the capacity 
of the industry now built up to a level 
only about three-quarters attained in 
recent record production years, it can 
be seen that the motor industry 1s 
poor condition to do without the sales 
stimulus of-the time payment plan 
and present banking tendencies may 
have a far-reaching effect. This 
represents the disquieting feature. 
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EW YORK is said to be a city 

of striking contrasts and the tra- 

dition holds even to its security 
markets. At Broad and Wall streets, 
the heart of the financial district, is 
the imposing home of the New York 
Stock Exchange, admittedly the most 
elaborately equipped and completely or- 
ganized security market in the world. 
Five or six blocks north just off the 
fringe of the financial district is lo- 
cated New York’s principal stock and 
bond auction—the most primitive type 
of market known to civilization—where 
stocks and bonds are bought and sold 
in the same manner and under the 
identical formalities that prevailed 
over a hundred years age. 





Great Scope Although probably 
few investors are 
aware of their exist- 
‘ence, there are a num- 
ber of security auctions—one in prac- 


of Auctions 


tically every large city—which play a - 


prominent part’ in the technique of 
marketing inactive and obsolete securi- 
ties. Here, dealers place blocks of 
otherwise unmarketable issues for com- 
petitive bidding; banks and trust com- 
panies dispose of issues held as col- 
lateral against loans which have gone 
to default; estates meet with legal re- 
quirements of public sale and individ- 


uals with a flare for the very inactive 
investments do their marketing. 

_A visit to these security auctions 
impresses one with the tremendous 


Tange of the inactive security field. 
The parcels on which bids are invited 
differ videly from the “penny shares” 
of an most forgotten gold mine for 
which eral thousand shares will 
bring : v dollars, to a block of bank 
stock wh goes for several hundred 
dollar: are. It was through one of 
these stock and bond auctions 
that ¢ 1 of Stutz Motors was sold 
by tl kers whe had financed Allan 
A. Ry his fateful market coup of 
a few .»»s ago, after the shares had 
been stricken from their recognized 
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’ New York State railroad. A 






Stock and Bond 


Auctions—The Bargain 


Hunter's Haven 


A Primitive Market Place for 
Good, Bad and Indifferent Securi- 
ties Where Buyers Know Good 
Get It. 


Value and Sometimes 











market place and the technical corner 
collapsed. Another notable transaction 
was the sale of the Converse Estate’s 
holdings in a large New York bank; 
the aggregate sales in this instance 
exceeding three million dollars. 

Those who frequent the stock and 
bond auctions are as interesting as the 
securities placed on sale, and with the 
possible exception of a few curiosity 
seekers, the buyers are exceptionally 
well informed gentlemen as far as se- 
curity values are concerned. At any 
ordinarily well attended session, one 
may note representatives of some of 
the larger unlisted security firms, do- 
ing very little bidding, of course, but 
always on hand to pick up something 
in their line at a good price. Then 
there is the lawyer who represents a 
trust company that is selling out col- 
lateral held under a foreclosed mort- 
gage. Even the non-professional bid- 
ders impress one as connoisseurs of the 
intrinsic values of the particular issues 
they are willing to speak for. 





The writer had the ad- 
vantage of attending 
the local auction in the 
company of a retired 
Wall Street broker who in late years 
has turned to obsolete securities to oc- 
cupy his time and provide an agree- 
able hobby. . The bidding was started 
on a block of mortgage bonds of a small 
young 
man in the back row placed the high 
bid at 96, a yield of approximately 
6% % to maturity we figured, and later 
learned that the bid was placed for the 
account of a small investment concern 
dealing in New York State bonds. 
The next parcel was a block of sev- 
eral hundred shares of a struggling 
industrial company whose business is 
rather well known but whose securi- 
ties are very closely held. Bidding 
narrowed down to two men, each of 
whom seemed equally determined but 
one finally dropped out and the whole 
lot went for less than $5,000. Al- 
though, the successful bidder appeared 
very elated, we heard a broker in front 
of us mutter disgustedly that he “could 


From the 
Inside 


By MASON MILLER 








get the shares $5 cheaper down in The 
Street.” Apparently all is not gold that 
glitters even at security auctions. 

Our companion bought 1,200 shares 
of mining stock at a price of $20 for 
the lot, which seemed like unwarranted 
enthusiasm in view of the known fact 
that this particular mine had been 
abandoned many years ago. When 
criticized for his apparent love of 
“wall-paper” however, he confided the 
interesting information that another 
company had started some exploration 
in the vicinity of the mine and that he 
happened to know a buyer at 5 cents 
a share in Boston. Even for Wall 
Street, a 300% profit on one trade is 
not bad! 





Auctioning Another interesting 
Debts sale was a lot of sun- 
dry notes and doubtful 
debts sent by a South- 
ern bank to be placed on the auction 
for “what it would bring” in New 
York. Auction byyers appear to sub- 
scribe to that sophisticated school of 
economic thought which holds that any- 
thing is a good buy at the right price. 
Bids on the lot of bank debts, for ex- 
ample, were numerous but very modest 
in comparison with the face value 
(some $30,000) of the paper. One of 
the buyers ultimately betrayed himself 
with an unmistakable Southern drawl 
and his competitors soon abandoned the 
contest when they realized that he was 
probably better informed on the local 
credit conditions than they were. 
Investors who hold local or inactive 
securities are sometimes rather sur- 
prised to learn that their broker is able 
to get a market for them or to place a 
valuation on their shares that they 
with their intimate knowledge of the 
company realize is “pretty near what 
they are really worth.” Even though 
they are not aware of its existence, it 
is quite likely that this valuation re- 
sulted from an auction sale in some 
part of the country. And if they should 
investigate further they would prob- 
ably learn that the buyer who estab- 
lished this value was also pretty well 
“in the know.” 
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Suggestions for Weeding Out 
Unattractive Stocks 





HE accompanying stocks, in our opinion, are at levels which are unattractive from an 
investment viewpoint. The more speculative of these issues, naturally, are subject to 
manipulation and as such could be driven up still higher in a generally strong stock 
market. However, the investor should not rely on such fortuitous circumstances. In 
the event of a down turn in the market issues of this type would have severe reactions. 


A number of the stocks listed have been recommended at one time or another in the past 
year to our readers and we wish to take this opportunity to suggest that they take their profits. 
While it is not the basic purpose of this feature to recommend “switches,” nevertheless, for in- 
vestors who may desire to do so, it would be satisfactory to switch into sound issues of the type of 
Illinois Central, American Sugar, Southern Pacific, Great Northern pfd., Int. Tel. & Tel., and 


others of like calibre. 


Of course, if reluctant to switch even into good common stocks, investors 
may substitute sound bonds or preferred stocks. 





Recent 
Price 


% 
Earned on 


Dividend 
Mkt. Price ($) 


Recent Dividend 
Price ($) 


Earned on 
Mkt. Price 





Allied Chemical & Dye 
9.79 6.9 142 6 4.2 


Exceptionally strong comany from both trade and financial 
standpoints, but market has amply discounted various factors 
of steady growth, hidden assets, substantial reserves, as well 
as cash and stock dividend prospects. 


Cuyamel Frait 
2.04 6.5 31 


Owns banana and sugar plantations and operates fleet of 
steamships in connection with business. Declining trend of 
earnings has been in evidence, and has yet to demonstrate 
ability to compete successfully with strong competition, 





Amer. Water Works & Elec. 
5.7% 7.4 77 71.60 


Large public utility holding company featured by spectacular 
growth in earnings. Market price advance has outstripped 
earnings, and capital structure is not such as to permit com- 
mon to withstand reversal in earnings. 


2.0 


Dome Mines 
1.40 15.5 9 2 22.2 


Ontario gold producer with good record but at present faced 
with problem of diminishing ore reserves. Future predicated 
on quality of new properties at yet uncertain. Duration of 
present dividend probably limited. 





Burns Bros. “A” 
*6.92 N. F. 113 10 8.9 


Coal distributor in New York with variable earning power. 
May benefit temporarily in event of bituminous strike, but 
neither average nor recent earnings are such as to warrant 
confidence in retention of present dividend. 


Chandler-Cleveland Pfd. 
at 4.8 23 2% ~=—:10.8 


One of smaller manufacturers of passenger automobiles which 
has encountered increasing difficulty in meeting intense com- 
petition in field. Cash position at year-end and earnings 
prospects not encouraging, 





1 





Coca-Cola 
16.49 8.5 194 | 3.6 


Large earning power so far has offset very low tangible assets 
behind shares. Difficult to reconcile even current earnings with 
advancing market at these levels and present trend of sugar 
market not favorable factor. 


Douglas Pectin 
5 Be 4 5.6 62 2 a2 


Manufactures concentrated fruit product under patent used in 
manufacture of preserves, jellies, etc., and for household use. 
Company in good shape and earnings have risen sharply but 
advance in shares has exceeded reasonable prospects. 





Foundation 


12.4 86 8 3:3 


Contracting concern enjoying world-wide business. Fairly 
dependable business for railroads and utilities, but excess 
business responsible for large earnings in recent years appears 
to be on wane. Present dividend not assured. 


10.06 





Fox Film 
N. F. N. F. 69 4 5.8 


One of large motion picture producers, also ‘has extensive 
theatre interests. Dividend more than covered by earnings but 
rather high considering hazards of this type of business. Price 
of stock is discounting future more than appears warranted. 





Cushman’s Sons 
7.61 2 105 4 3.8 


Manufactures and distributes bakery products through numer- 
ous retail stores in Greater New York. Little in intrinsic 
status of company to justify current price of stock, which ap- 
pears to be made possible by limited floating supply. 





| 
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Int’l Agriculture Chem. Prior Pfd. 
714.06 N. F. 51 7 ‘2. 


Above earnings for fiscal year ended June 30 not representative 
of present conditions. Recovery following reorganization halted 
by adverse conditions arising from cotton situation. Dividend 
in jeopardy. 





§ 
ai 
s 
* 
. 
" 
* 
a 
a 
« 
9 
cil 
| 
a 
qd 
§ 
i 
’ 
« 
s 
« 
= 
il 
P| 
q 
a 
s 
i 
« 
@ 
9) 
« 
a 
5 
il 
a 
| 
5 
* 
s 
. 
2 
® 
™ 
« 
cy 
” 
q 
4 
a 
5 
7 
6 
a 
if 
rr 
f 
” 
m 
" 





| 


BER BULRRERESEESRERERERUSRORERERESRERES RES RESO RRR R ERR REER EERE REESE 
THE MAGAZINE OF WALL ST?EET 


© 
oo 
in) 





J 






eld 


’o) 


awerrri 


Saseanen 
BARR DSRORBD ERROR Beane 














Fa 


SJ 
Ss 


Se ee ee ee ee ee ee eee eee ee 





Recent 
Price 


%o 
Earned on 


Dividend 
Mkt. Price ($) 


% 
Earned on 
Mkt. Price 


Recent Dividend 
Price ($) 
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International Combustion 
N. F. N. F. 58 zZ 3.5 


Market for fuel saving devices manufactured still undergoing 
development here and in Europe. Further period probably re- 
quired before potential earning power is realized. Stock mean- 
while subject to erratic fluctuations. 


Remington Typewriter 
N. F. N. F. 168 5 29 


In process of merger with Rand-Kardex. High earning power 
developed in recent years, but market has anticipated too far 
in advance dividend and earnings status to be achieved by new 
shares which are replacing common. 





Lambert 
73 5 6.9 


Listerine, antiseptic liquid, constitutes principal product. 
Dividend successively increased to present figure since public 
offering of shares. In position to pay out good share of profits 
but higher price inconsistent with earnings so far developed. 


N. F. N. F. 


Twin City Rapid Trans. 
5.57 9.7 57 4 7.0 


Continuous dividerd record, but amount of payment not de- 
pendable. Recently reduced from $5 annually. Volume of 
business not growing and margin of dividend safety continually 
threatened by difficulty in obtaining adequate rates. 
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Loew’s, Inc. 
#%6.02 9.8 62 Z 52 


Upturn in earnings through extension of theatre chain and in- 
creasing profits of picture producing subsidiary. Improvement 
in status appears to be fully reflected for time being in recent 
movement of stock, 





Loose-Wiles Biscuit 
13.55 8.6 160 §8 5.0 


Good record of earnings in recent years has finally culminated 
in promise cf initial dividend in conjunction with 5 for 1 split- 
up in shares. Price of stock has exceeded rise in earnings by 
good margin, and some adjustment of values indicated. 





Underwood Typewriter 
4.66 10.1 46 4 8.7 


Formerly domirant factor in industry, earnings have not been 
holding their own and are at present only slightly above divi- 
dend requirements. Fortified position of chief competitor by 
merger adds to problem 





Union Bag & Paper 
No. N. F. 49 ave eee 


Important factor in field, but still suffering from overproduction 
and price cutting. Has disposed of presperous subsidiary, and 
1926 showing probably low point thus far in declining trend in 
earnings. 








Macy (R. H.) 
13.50 9.8 138 5 


Despite good share earnings for some time past dividend action 
has been deferred owing to necessity of funds for expansion. 
Doubtful if prospective earnings or dividend can support 
present heights to which stock has risen. 


3.6 


Universal Pipe & Radiator 
257 8.2 31 $a 


Hope inspired by another capital readjustment and inaugura- 
tion of common dividend in special stock has lifted stock to 
point warranted only by possible results of eertain changes in 
character of business under contemplation, 











Market St. Ry. Prior Pfd. 
N. F. N. F. 43 its Si 


San Francisco traction system apparently incapable of develop- 
ing sufficient earnings after funded debt requirements to re- 
store dividend on prior stock issue. Chance for purchase by 
city eliminated for present. ; 





Ward Baking “B”’ 
271 9.6 28 ieee 


Showing last year compared well with other large baking en- 
terprises, but still unimpressive as far as junior stock is con- 
cerned. Stock deflated from former ‘‘consolidation mania,” 
but still discounting future rather liberally. 


Aa) 








Mexican Seaboard Oil 
Def. oy 8 4% ors 


Controls extensive undeveloped oil areas in Mexico, but waning 
Productivity of Mexican oil lands has hit company with par- 
ticular force. Chance for come-back appears to be diminishing 
year by year. 


Warner Bros. Pictures “A” 
Def. N.F. 37 ot ws 


Shares undergoing gradual deflation from high levels attained 
on strength of fabulous profits supposedly to be derived from 
investment in Vitaphone invention. Stock still overvalued 
considering absence of earnings on regular operations. 








Murray Corp. 
N. F. N. F. 32 ons a 


Reorganization has eliminated floating debt and placed com- 
Pany in more comfortable position, but business still subject to 
same highly competitive conditions. Recent strength due to 
merger negotiations which fell through. 


$46.31 


Weber & Heilbroner 
N. F. 62 4 6.4 


Men’s furnishing chain store operating in and around New 
York. Business has expanded but increases in net income 
have not been commensurate with growth in sales. No great 
margin of dividend safety indicated in forthcoming report. 








Real Silk Hosiery 
5.9 46 4 8.7 


Higher costs and changing conditions have cut sharply into 
Profits of this ‘‘direct to consumer” business. Wider profit 
marsin and heavier sales volume must be attained if dividend 
is to be maintained. 





Yellow Truck & Coach 


N. F. N. F. Le as 


Control by General Motors has rather blinded market to fact 
that adequate earning power in this highly competitive field 
can be developed only over considerable period after completion 
ef thorough reorganization program. 





mos. ended Dec. 31, 1926. f+ Year ended June 30, 1926, 


i Sept. 80, 1926. $f Year ended Feb. 28, 1926. 


26, 1927 


** Year ended Aug. 31, 1926. tt Not including stock dividend. + Year 
N.F.—Not available. 
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§ Declared $1.60 on new stock equivalent to $8 on old. 

















Investors Should Scrutinize Cal] 


Features 


Redemption and Refunding Important in Bond 


Market—Nine Important Factors to Consider 


N these days of low yields on bonds, 
I the investor has been tempted to 
make his commitments in any bond 
that promises a fairly good yield and 
appears of excellent quality. In this 
search he finds to his surprise that 
nearly all bonds that appear to com- 
bine these two desirable features are 
selling at their call price or above. For 
a long time, the investor could well 
argue that this was a threat he might 
safely disregard. He would hold his 
bond for a year or two, obtain a good 
income in the meantime, and then sell. 
The threat of the bond being called, 
like Damocles’ sword, was forever sus- 
pended by a hair but never dropped. 
In 1926 it was noted that many cor- 
porations, especial- 


By LORING DANA, Jr. 


the call provisions in bonds, unless he 
wishes to take the chance of a loss. 
High income, under such circumstances, 
may be an illusion. 


Which Bonds Are Most Subject to Call? 


The first requisite for a bond’s being 
called is generally that its coupon rate 
should be far above what it can be 
refunded at. For example: Illinois 
Central refunding 5s of 1955 are sell- 
ing at about their call price. But, 
although Illinois Central credit is on a 
4%% basis, or better, it does not fol- 
low that these bonds will be called. 
Illinois Central could refund on a 
4% % basis, but the cost of paying the 


premium plus the cost of selling a new 
issue, or converting the issue, would 
make the margain of profit too narrow. 
In other words, until refinancing by 
means of a 4% coupon appears possi- 
ble, it is not likely that Illinois Central 
would exercise the call privilege. (Qn 
the other hand, where the issue of a 
corporation such as Duquesne Light 
carries a 6% coupon, and a 5% refund- 
ing is perfectly feasible, there can be 
little doubt but that the bond will be 
called. 

From the principle that the higher 
the coupon rate, the greater the possi- 
bility of redemption, we go on to other 
important and limiting factors. Even 
if the coupon rate is high it does not 

follow that the 





ly public utilities, 
were refunding 
bonds carrying 
high coupon rates 
into issues carrying 


Listed Bonds That May Be Called 


bond issue is likely 
to be called as 
speedily if the is- 
sue is callable asa 
whole only. The 





much lower coupon 
rates. In many 


Coupon 


BOND Rate Maturity 


cost of such re- 
demption is larger 


Present 
Call Price 








cases, these opera- 


1936 


than the cost of 
the redemption of 


105 A 





tions were made to 
appear as simplifi- 
cations of capital 


1947 


1074 : 
: only a section of 





1937 


104% an issue. Hence, 








structure, etc., but, 


1952 


107% there will have to 








in effect, they were 


1947 


be a larger margin 


105 
between coupon 
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tions. In 1927, the 
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Detroit Edison, Ist & Ref. ‘‘B’’ 


1940 


refunding possibili- 





Atlantic Ooast 


Duquesne Light, Ist & Coll. ‘‘A’’ 


1949 


ties before the re- 
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Line in calling its 
7s, despite their 


Eastern Cuba Sugar, 8S. F. 


1937 


aes 107 exercised in the 





early maturity, 


Goodrich, B. F., Ist 


1947 


107 107 case of bonds call- 





and the refunding 





Louisville & Nashville, Sec 


1930 


able as a_ whole 


103 
than in the case of 


103% 





of Missouri Pacific 
have been among a 


Mid-Continent Petroleum, 


1st 1940 


105 105% 


bonds callable in 








great many such 


New York Telephone, 8. F., debenture 


1949 


110 110% part. But the risk 








large and success- 


North American Edison, Seo, ‘‘B’’ a 


1948 


that the bond held 


105% 
: by any one investor 


105% 





ful operations. It 
is obvious that the 


Northern States Power, Ist & Ref 


1941 


105 105% may be among 





jong delayed im- 


Philadelphia Co., Ist Ref. & Coll. ‘‘A’’ 


1944 


108% 103% those called in part 





pact of refunding 


Public Service Elec. Power, Ist 


1948 


is quite large. 


107% P 
The next consid- 


107% 





operations is now 
revealed, and that 


Punta Alegre Sugar, Conv, Deb 


1937 


108 110 


eration is trivial, 





1927 will sew the 


Sharon Steel Moop, Ist 8S. F. 


1941 


107% 10814 comparatively, but 











passing of the high Sheffield Farms, 


Ist Ref 


1942 


deserves notice. 


107% 108 
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among the issues en ae 


Ist “A” 


1941 


Many bonds carry 


107% 108% the provision that 








of the best cor- United Drug .. 


1944 


107% 107% the redemption 
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vestor can no long- 





A—Callable as a whole only. 
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this scaling of redemption price upon 
jssuance, otliers wait a certain interval 
before reducing this redemption figure. 
Obviously, where the redemption price 
is fixed, there is more temptation to 
exercise the eall privilege than where 
the bonds may be redeemed at less the 
next year. As a rule, though, this 
factor is of slight consequence. 


several Important Factors to Bear In 
Mind 


A fourth factor, but one not easy to 
measure, is the conducting of sinking 
fund operations. Wherever it is possi- 
ble for the company to act in the mar- 
ket so cleverly as occasionally to de- 
press bond prices a point or two below 
the call price, and thus purchase for 
sinking fund account at a profit, there 
will be less reason for calling the 
bonds, unless the advantages of refund- 
ing are very large. The market his- 
tory of bonds is worthy of some study 
in this connection. 

A fifth factor that crosses all other 
factors is the exercise of warrant or 
conversion features that accompany a 
bond. In such cases, the price of the 
bond is so completely dominated by the 
stock market position of the securities 
into which it is convertible that a re- 
funding is simply not in the picture. On 
the other hand, in an issue such as the 
Punta Alegre convertible debenture 7s, 
the security into which the bond is con- 
vertible sells at a point considerably 
below the conversion figure. The com- 
pany is in a position to refund on a 
much better basis, and the conversion 
factor would not be significant in this 
policy. 

A sixth feature to be remembered by 
the bondholder, and not by the com- 
pany, concerns deferred redemption 
dates. In many cases bonds are call- 
able at a deferred date. If this call 
price is considerably under the pre- 
vailing price, it is good policy to think 
of the bond as maturing at that date, 
and the present price is an excessive 
premium for so short a period. 

Most important of all is the nearness 
of maturity date generally. For ex- 
ample, a 6% bond, callable at 105 and 
maturing in 1929, is not likely to be 
called. The payment of a premium of 
$50 on a $1,000 bond in order to save 
$10 per annum for two years is not 
likely. On the other hand, where a 
1% borid maturing in 8 years is call- 
able on a basis of a $30 premium per 
$1,000, and the amount that may be 
saved by refunding on a 5% coupon 
basis is $60 for three years there is a 
real danger of call. The Louisville & 
Nashville 7s are the best case in point. 
Hence the nearer the maturity date, 
all other things being equal, the less 
= incentive to exercise call options. 

e furth the maturity date, the 
sed the burden of paying excess 
. rest ali the greater the incentive 

Use the redemption privilege. 

“Se 1s nod that this seventh factor 
closely \'ed up with another — the 
sea at waich the eall is to be exer- 

Sed. Fo ‘xample the 8% bonds of 

(Pleas: turn to page 1040) 


for MARC}: 26, 1987 





























-Argentine 6s, 1959 ee asin 100 985% 

















‘Bond Buyers’ Guide 


Bonds for Income Primarily 


Times 
Interest 
Prior Earned 
Liens on all 
(Millions) debt 


Current Yield 
Call In- to 
Price Price come Maturity 
GOVERNMENT ISSUES 


Chile 6s, 1960 ee os 100 984% 
Dominican Rep. 5%s, 1942 : ets 101G 99% 
Haiti 6s, 1952 ( ore Paar 100G 100 

Panama 5's, 1953 as ‘ 1024%G 102% 


RAILROAD ISSUES 


Baltimore & Ohio, Ref, 5s, 1995 
Central of Georgia, Ref. 54s, 1959 
Chicago & West. Ind, Ist Ref. 5%s, 1962 
Erie & Jersey, Ist 6s, 1955 
Florida East Coast, Ist Ref. 6s, 1974.(b) 
Great Northern, Gen. ‘‘A’’ 7s, 1936... (b) 
Kan. City Sou., Ref. & Imp. 5s, ’50.... 
Minn., St. P. & Sault, lst Con. 5s, 1938. 
Norfolk & Southern, Ist & Ref, 5s, 1961 
Peoria & Pekin Un. Ry., Ist 5%s, 1974.. 
Rock Isl., Ark. & La., Ist 4%s, '84..(b) 
St. Louis Southwestern, lst Terminal & 
Unifying 5s, 1952 


PUBLIC UTILITIES 

Amer. W. W. & Elec., Coll. 5s, 1934. (b) 
Brooklyn City, Ist Con. 5s, 1941 
Hudson & Manh., Ist Ref. 5s, 1957... (b) 
Indiana Nat. Gas, Ref. 5s, 1936......... 
Louisv. Gas & El., Ist Ref. 5s, 1952. .(b) 
Milwaukee El, Ry. & Lt., Gen. & Ref, 
EINER ofa cik 5 seas bind e sce bbiaals jaune 
ae «8 _— Public Service, Ist Ref. 5s, 
b 


FPREAP 
geass 
Suse 


105A 102 


a 


RN DO OT OT 
BROSTSRReS 
Or-1O POI oe 


SrmHonmae 
RROaaaeM Ee 


Presse RGR pate 
BYSoSarsoads 


» 
=z 
o 
A AAMMT AKA Top 


nn = 
on 
o 
~ 
7 


19 
N. Y. Steam Corp., Ist 6s, 1947...... (a) 
Pacific Gas & Elec., Gen. & Ref, 5s, 1942 
Rochester Gas & El., ‘‘C’’ 54s, 1948.. (a) 


INDUSTRIALS 


Bethlehem Steel, P. M., 5s, 19386........ 
Brier Hill Steel, Ist 514s, 1942....... 
International Paper, Ist 5s, 1947........ 
Morris & Co., Ist 4%s, 1989............. 
Mortgage Bond, 5s, 1932..........:.. 
Schulco ‘‘A’’ 64s, 1946.............. (a 
Sinclair Pipe Line, 5s, 1942.......... 
VU. & Rubber, ist Ss, 1947........... ( 
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105T 95% 


Bonds for Appreciation of Principal 
Primarily 


Atlantic & Danville, Ist 4s, 1948....... 
Central New England, Ist 4s, 1961...... 
Chicago Great Western, Ist 4s, 1959..... 
Erie, Gen, Lien 4s, 1996 
Mississippi Central, Ist 5s, 1949..... 
Missouri Pacific, Gen. 4s, 1975...... 
New Haven, Non-conv. Deb. 4s, 1956.... 
Northern Ohio, Ist 5s, 1945 
Seaboard Air Line, Ref, 4s, 1959 
Texarkana & Ft. Smith, Ist 5%s, 1950.. 
Western Maryland, Ist 4s, 1952......... 


PUBLIC UTILITIES 
Brooklyn-Manhattan Tr., 6s, 1968....(b) .... , 105 
Market St. Ry., Ist 7s, 1940 a eine 1064%,T 
Montreal Tram., Ist & Ref. 6s, 1941.(a) .... “ 105A 
Sierra & San Francisco, Ist 5s, 1949....  .... A 110 
Utah Power & Light, Ist 5s, 1950...... pre F 105 


INDUSTRIALS 
B. F. Keith, 1st & Gen. 6s, 1946...... ; . 104T 
Pressed Steel Car, Conv. 5s, 1933...... ape \ 100 
Walworth Co,, Ist ‘‘A’’ 6s, 1945.... esis 1044%T 
Webster Mills, 6%s, 1933............ (ec) 1064%4T 
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DEBENTURES 
American Chain, S. F, 6s, 1938..... yee 105 
American Type Founders, 6s, 1940.......... f 106 
California Petroleum, Conv. 5s, 1939.(a) .... ‘ 108T 
Dodge Bros. Conv. 6s, 1940 ee 110T 
White Sewing Machine, 6s, 1936..... Since 5.60 105 


SHORT TERMS 
Cen. of Georgia Ry., Sec. 6s, June 1, '29 31.1 2.11 102T foes 4,96 
Gen. Petroleum 6%, April 15, 1928..... sacgle 5.18 101T be 4,61 
Sloss-Sheffield P. M. 6s, Aug. 1, 1929.. 1.7 4.55 105 are 4,96 


Note—All bonds in $1,000 denominations, except (a) lowest denomination $500, (b) $100, 
Earnings are on five-year basis unless shorter basis is only one available. Where bonds are 
assumed, earnings of guarantor company are given, 

Y—Recent earnings about 2.16 times. A—Callable as a whole only. T—Callable at 
gradually lower prices. G—Not callable until 1930 or later. X—Guaranteed by proprietary 
companies, NS—Not segregated. (c) Listed N. Y. Curb Market. 
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The Truth About Railroad 


Valuations 


One of the Giant Developments of Railroad History 
in the United States—lIts Significance to Investors 


HE recent case of the Salt 

Lake & San Pedro ,rail- 

road vs the United States, 

although resulting in a 

decision disappointing to 

those friendly disposed to 
the railroads, served to restimulate 
public interest in the whole matter of 
valuations. As the I. C. C. and the 
carriers have been actively engaged in 
the determination of this matter for 
nearly 15 years, it is not surprising 
that the question has from time to time 
failed to occupy the center of the stage 
in public affairs. 

The value of the rail- 
roads was brought in 
question about two de- 
cades ago by certain con- 
gressmen who chose to 
make their accusations of 
“watered stock” an issue 
in the political arena. In 
1913 the Interstate Com- 
merce Act directed the 
commission to investigate 
and report on the original 
cost and reproduction 
value of the railroads of 
the country. Accordingly, 
the commission created a 
bureau of valuation and 
set about a stupendous 
task of inventorying and 
appraising some 400,000 
miles of railway with its 
necessary adjuncts of land 
equipment and terminals. 

For years a force of thousands of 
men was engaged on the field work of 
this project which involved also an ex- 
amination of the books and records of 
the carriers. To date the commission 
has expended about 30 million dollars 
in this work while the carriers who 
were directed under the Commerce Act 
to cooperate in the formulation of the 
data have expended about $100,000,000. 
By 1920, however, when the Transpor- 
tation Act was passed, the investiga- 
tion had proceeded far enough to still 
forever the accusation of water in rail- 
road securities. 

The commission was able at that 
time to estimate the value of the in- 
dustry at $18,900,000,000 based upon 
pre-war units of cost, a figure about 
one billion dollars in excess of the aggre- 


986 


(sen 


By ALFRED C. LAYTON 


gate railroad stock and bonds outstand- 
ing with the public. In the long run 
this result, alone, would probably have 
justified the huge expense of this find- 
ing. 


Transportation Act of 1920 


The passage of the Transportation 
Act as an amendment to the Commerce 
Act in 1920, however, so revolutionized 
the theory of regulation that valuation 
of the railroad’s has become indispens- 
able, thereunder. In the words of Com- 
missioner Lewis, “Whatever was done 


[J ROSELTING the entire future of railroad 

earnings and security values is the ques- 
tion of the final determination of railroad 
valuations. This article represents an exceed- 
ingly careful survey of the situation and will 
be read with interest by investors throughout 
the country. 


should be studied with care. 


back in 1913 was brought up by the 
Congress of 1920, which went far be- 
yond what was done in 1913. They 
took valuations and made it the corner- 
stone, the keystone, the foundation of 
the present act that we have to ad- 
minister.” 

As it relates to valuation, the Trans- 
portation Act has two principal fea- 
tures: First, it directs the I. C. C. to 
fix rates so that the carriers as a whole 
or in appropriate groups or territories’ 
will earn an aggregate net operating 
income equivalent to a fair return upon 
the value of the property devoted to 
transportation uses. Second, it pro- 
vides for the recapture of one-half of 
the net operating income in excess of 
6% upon the fair value of individual 
roads. 


The table on the next page 


So far, recapture has engaged per. 
haps greater attention than the other 
feature of the act. Yet it cannot 
said that much progress has been mate 
in prosecution of the provision. This 
is in spite of the fact that its consti- 
tutionality was at once brought to test 
in the courts and subsequently affirmed 
by the Supreme Court of the U.S. in 
the so-called Dayton Goose Creek 
Case. 

The court found “That the Trans- 
portation Act adds a new and impor. 
tant object to previous interstate con- 
merce legislation which was designed 

primarily to prevent u- 
reasonable or discrimina- 
tory rates.” The new Act 
seeks 


ways prepared to handle 


traffic in the country and 
the recapture clauses are 
thus the key provision of 
the whole plan.” In other 
words, it is made possible 
to raise the whole level of 
rates for the benefit of the 
weaker roads by taking 
back the excess thus cre 
ated from the stronget 
roads. To date, neverthe- 
less, the application of re 
capture has been far from 
a success, thus in each 
year but 20 to 50 out of 
1,800 roads have reported 
excess earnings to the commission for 
amounts totaling 15 million dollars 
since 1920; of this sum about 7 million 
dollars has been actually paid and 
invariably under protest. 


Valuations Nearing Completion 


That enforcement of recapture has 
not been more effective is due to the 
fact that so few valuations have been 
made final by the commission. Within 
the last year, however, the great bulk 
of preliminary data has been rapidly 


coordinated and reduced towards its f 


objective. Thus, the underlying reports 
have been entirely completed, about 
three-fourths of the carriers have beet 
served with tentative reports and hear 
ings held on over half the latter. 
(Please turn to page 988) 
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Tentative valuations remain to be 
served on but eight of the Class one 
roads. As the tentative valuations 
have been quite vigorously protested, 
a far lesser number have become final, 
particularly in the case of the Class 
One roads. The final valuations of the 
commission have given little cognizance 
to the objections raised by the carriers. 

The first of these final valuations in 
respect of important roads were served 
upon the Kansas City Southern and the 
Salt Lake and San Pedro, a subsidiary 
of the Union Pacific. 

To say that either of these roads lost 
any time in going to court would be an 
inadequate statement, nor is this sur- 
prising in view of the methods em- 
ployed by the commission which have 
seemed to the railroads and impartial 
observers to be quite generally in con- 
travention to law as developed and ex- 
pounded in numerous decision on rates 
and valuation arising in cases of other 
public utilities, i. e., light, power and 
water companies against various state 
regulatory bodies. 


Reproduction Value Stressed 


In its findings to date, the I. C. C. 
has rather ignored original cost which 
it is directed to find under the 1913 
Act. It has reported reproduction cost 
new, less depreciation, both of prop- 
erty owned and used by the carrier in 
the same way it has given the “present 


value” of lands used for carrier and° 


for non-carrier purposes. 

All of these elements have been de- 
termined upon the basis of pre-war 
units of cost or price that is, 1914 or 
the average of five years ending in 
1914. To the value of carrier property 
has been added an allowance for work- 
ing capital which has been computed 
from formula rather than the actual 
cash and inventory. 

From these elements has been de- 
rived a “final value” which the commis- 
sion states, “After careful considera- 
tion of all the facts herein contained, 
including appreciation, depreciation, 


going concern value, working capital 
and all other matters which appear to 
have a bearing upon the values here 
reported, the values, for rate making 
purposes, of the property of the car- 
rier owned or used, devoted by it to 
common carrier purposes are found to 
be.” 

It is necessary to distinguish between 
“final value” and final valuations, the 
former representing the net result of 
the commission’s findings in respect of 
either a tentative valuation which is 
open to protest by the carrier or a final 
valuation which the commission con- 
siders to be closed. 

The methods by which the commis- 
sion resolves the various elements into 
a “final value,” it has not bothered to 
disclose. This failure forms the basis 
of one of the more important protests 
of the carriers. 

Other major objections relate to the 
use of 1914 rather than that based on 
actual appraisal; to its inclusion of an 
allowance for working capital derived 
by formula rather than that actually 
possessed by the carrier, and its failure 
to include an adequate sum, if any, to 
represent appreciation and “going con- 
cern” value. 

While many other theories of deter- 
mining value have been propounded 
from time to time the railroad issue 
has been pretty definitely brought with- 
in these limits, although the major 
viewpoints are obviously still very far 
apart. It should be added that the 
commission has in each instance re- 
ported its findings to be the value of 
the property “for rate making pur- 
poses.” The carriers maintain that 
there is but one kind of value, true 
present day reproduction values, for 
rate making or any other purpose. 


Recent Court Cases 


Both the San Pedro and Kansas City 
Southern won their major contention 
in the lower federal courts which choose 
to dispose of the cases on the facts. 
In the Supreme Court, the San Pedro, 





of course, lost its case, whi: 
decided, however, on a questi 
but of jurisdiction. 

Thus the court found tha’ “the go. 
called order here complained of is one 
which does not command the carrier to 
do, or refrain from doing, anything, 
. .. This so-called. order is merely the 
formal record of conclusions reacheq 
after a study of data collected in the 
course of extensive research conducted 
by the commission. ... It is the ex. 
ercise solely of the funetion of investi. 
gation. . . . Its conclusions, if errone. 
ous in law, may be disregarded. But 
neither its utterances, nor its processes 
of reasoning, as distinguished from its 
acts, are a subject for injunction.” 

In other words, the commission valp. 
ation has not yet passed. the academic 
stage, and until it is actively applied 
against the carrier for rate making or 
recapture purposes, the carrier has not 
reason to seek the relief of the courts, 
The major questions ‘involved in rail- 
road valuation, necessarily of Supreme 
Court determination, would thus appear 
indefinitely postponed. But one case 
is now pending before this tribunal, 
that of the Kansas City Southern. It 
is unlikely that the road will be able 
to introduce enough evidence that the 
final value served by the commission 
has operated in its detriment to cause 
this case to fare any better than that 
of the San Pedro. 

In all probability,.a test case will 
not be afforded until the commission 
enforces recapture against some road 
on which it has served a final valua- 
tion. At the moment, the possibilities 
inherent in the St. Louis & O’Fallon 
situation are engaging the attention of 
the financial community. The commis- 
sion has sought to enforce recapture 
against this line which claims, how- 
ever, the right to pool its earnings with 
those of the Manufacturers Railway 
under common control. Should the 
commission decide against the carrier 
it will undoubtedly go to court where 
the first test will. be the legality of the 

(Please turn to page 1014) 
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Are Public Utility Stocks Good 


be Investments ? 


Earnings Situation Wholly Different 
from Industrials—Holding Company 
Income Presents Knotty Questions 


By ANDREW A. POPE 





great popularity in the last three 

years. Constant, progress has 
been reported by practically all 
branches, the traction group alone 
failing to show impressive growth. But 
with all the reported progress and with 
all the investor popularity, the voice of 
the skeptic is heard. Whatever may be 
the truth in all the multitude of criti- 
cisms, they center about the question of 
earnings. 


Pont. utility stocks have attained 


Are the reported earn- 
ings of public utility 
company real earnings 
in the sense in which 
we speak of real earnings of industrial 
companies? Are the reported earnings 
of public utilities earnings at all, in 
any commonly accepted sense? Are 
the earnings of public utility holding 
companies mere bookkeeping items in 
large measure, or are they to be con- 
strued as true earnings? 

Upon the answer to these questions 
must rest the ultimate answer to the 
principal question:: “Are public utility 
securities good investments?” If the 
earnings are mere bookkeeping shifts, 


A Vital 
Question 


public utility securities may face con- 
siderable market adjustments, however 
fair the present picture. If they are 
true earnings, then public utility 
Securities deserve to rank with other 
sound ticlds of investment. 

Amid much of the clamor it is possi- 
ble to isolate enough of the important 
factor utility operations to supply 
a dec answer. It will be necessary, 
thoug go into some fundamental 
quesviou: of accounting, in order to 
clear ; ssue. It will also be neces- 
Sary tc sweep away the whole of such 
accun ed complex information as 
that co.corning valuations, rates, etc., 
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which, while relevant, unduly compli- 
cate the story. It is necessary to ar- 
rive at a few basic principles, what- 
ever the appearance of superficiality. 
The investor needs to know exactly 
how his utility securities differ from 
those of industrial corporations and 
railroads. 

The notion of earnings is very simple 
in the case of a salaried person. He 
receives a wage, say, of $5,000 per 
annum: his “operating” expenses are 
$3,500, and his savings constitute net 
earnings of $1,500 per annum. The 
moment he purchases a home; however, 
complications arise.. If he invests the 
$1,500 saved per annum in a house, 
purchased on installments it is obvious 
that he has the equivalent of his earn- 
ings in property, but not in immedi- 
ately disbursable funds. The only 
manner in which he can get hold of 
disbursable funds is through borrow- 
ing money against his holdings; that 
is by putting a funded indebtedness 
ahead of his earnings. Yet, at the 
same time, the fact of his earnings 
would be undoubted. 

This simple illustration is carried 
still further in the case of a retailer, 
say, of novelties. His turnover is very 
great: therefore, the proportion of his 
capital investment to his gross sales is 
very small. Nearly all his earnings 
are in disbursable form. His re- 
investment is slight, and never in pro- 
portion to the growth in gross sales. 

Without our being conscious of it, all 
our thinking about profits and earnings 
is made in terms either of household 
economics or retail economics. The 
theories of political economy with 
which investors are most familiar were 
formulated in England of the eigh- 
teenth century, in which an occasional 
large jobber or wholesaler, represented 
the most complex form of business. 


































These theories were formulated be- 
fore there was large-scale manufactur- 
ing with enormous fixed investment, 
and before the development of rails 


and utilities. Yet, it is these deduc- 
tions of a nation of shopkeepers that 
we blandly assume in discussing the 
“earnings” of industrial corporations, 
rails or utilities. Unless a certain sum 
of money can be taken out of the busi- 
ness in liquid form, paid out to share- 
holders, and forgotten, without any in- 
jury to the business, we do not speak of 
the company as having shown “earn- 
ings.” 


Write- In figuring earnings per 
Ups share, the investor is 
= frankly suspicious of a 


rapidly growing chain 
store system that prefers to pay divi- 
dends in scrip on the ground that the 
earnings can make more for the share- 
holder if put back in the business than 
if paid.out in cash. In such suspicions 
he is governed by the old analogy of 
industry with shopkeeping. 

Profit and loss surplus, can, of 
course, be built up by other than 
profits on gross sales. For example, an 
inventory mark-up, or enhancement of 
property values, may legitimately be 
added to profit and loss surplus, where 
such realizable increase in value has 
been firmly established. Such write- 
ups. are termed “bookkeeping,” whereas 
in point of fact they are real earnings. 
The only objection to them that can 
be made legitimately is that by being 
credited in any given year, they give 
a wholly misleading impression of the 
operations of that year. But as ac- 
counting policy, they cannot be ques- 
tioned. 

Since increase in value of property 
may be added properly to profit and 
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loss surplus it follows that the increase 
in capital investment, resulting from 
the re-investment of profits, is prop- 
erly an increase of value, and attrib- 
utable as earnings to the shareholders. 
So long as a proper depreciation, de- 
pletion and obsolesence account is per- 
mitted, there can be no reason for not 
crediting the increase in investment 
made out of earnings. Or, with 
apologies to that school of thought 
that denies that depreciation is a legiti- 
mate item among public utilities, so 
long as maintenance and renewals are 
adequate, it is entirely good accounting 
to credit re-investment out of earnings, 
to net earnings per share of stock out- 
standing. 

Hence, non-distributable earnings 
are legitimate earnings, if they are so 


at hand. But in the case of electric 
light and power operating companies 
and progressive gas: companies, the 
need for a large surplus (apart from 
obsolescence account) is not clear. 
This is one of the primary distinctions 
between these corporations and in- 
dustrials, and one that considerably 
affects the question of earnings. 

The distinguishing feature of pub- 
lic utilities is the high ratio of 
investment to annual gross receipts. 
The most conservative of these 
companies will show investment as 
little better than four times annual 
gross receipts, and the average is more 
nearly five to one. Hydro-electric sys- 
tems sometimes are higher, as Montana 
Power, whose fixed investment is 
about ten times gross receipts, or 
Southern California Edison, about 
eight times. The. rails represent a 
similar situation, but here the invest- 





tional rate of growth. An industrial 
of this type could pay out a very large 
proportion of its earnings in cash and 
still add to its ability to create an ever- 
gaining earning power at a rate faster 
than that of a public utility which 
would withhold all of its earnings fo, 
re-investment. 

The public utility is in a different 
position. Suppose that it earns 5 mil. 
lions. If it disburses all of this sum 
it may have to finance for all of its 
expansion. The distributed earnings 
per share will have been made at the 
cost of making the stock junior to at 
least that amount of senior securities 
offered to take care of the expansion. 

Stated in more simple terms, where 
income is three times investment, and 
profit, say, one-tenth of income, or 30% 
investment, expansion up to 20% of 
investment per annum could be at. 
tempted out of profits, and still 10% 

paid in dividends. This js 





typical of prosperous indus- 





placed as to add either to the net value 
possible, therefore, that a 

may, nevertheless, be short a. 
rowing. 


of the stock of a corporation, or 
to its earning power. It is entirely 
public utility that has re- 
ported excellent earnings, 
of working capital, and com- 
pelled to do temporary bor- | 

The company is not weak, | 


Utility Which Has Had a Conserva- 


tive Growth 
People’s Gas of Chicago 








Ratio 


trials. Where capital is five 
times income, and yet operat- 
ing profit one-half of income, 
or 10% on invested capital, 
capital expansion of 10% 
per annum requires either 








ing article because of its steady but not spectacular growth, its 


nor is its financing a con- Ratio || the non-declaration of cash 
tradiction of its earning re- |) ote a ae Capitalise- Oapitalisa- dividends or additional 
j on Toss lon to ion ° 
port. : —. 4 puzzle _ | (Millions) Income Income Gross Income Net Income a to that extent, 
ins is in the following situ- ou ivi 
“es s \ SOR sows 75.1 15.9 5.2 4.72 to 1 14.4 to 1 “ l oo dividends have 
a reg wren ‘ | dele. 78. 16.4 48 4.76 to 1 16.3 to 1 - pai ny full of earnings. 
ublic utili reports 1913...... 85.2 16.8 5.07 to 16.8 to 1 ight h 
m y yr Ge eee 85.2 16.8 5.7 5.07 to 1 14.9 tol | It might be t ought that 
5 mill 2d, all of it ] Id h 
mi a a ’ - ee  . S808: ....0 eee 17.0 5.6 5.01 tol 15.8 to 1 jp ral ne wou ie a similar 
re-invested. ains 1s am18...... 85.1 17.1 . .97 to 1 19.3 to 1 roblem, sinc r we 
Ditties ‘one Den “ae 84.8 19.3 2.0 4,39 to 1 42.4 to 1 . ’s irl geo too f 
additional property tig i ee 84.8 21.6 1.0 3.92 to 1 84.8 to 1 | ave a fairly high ratio o 
4 millions in bonds. The 4 |" gem... 84.8 24.5 2.4 3.46 to 1 35.3 to 1 | investment to gross receipts. 
millions in bonds pay 5% | 1920...... 84.7 31.2 2.7 2.71 to 1 31.3 to 1 | Set cn ti . 
Ss! S pay Sn. Esco 5s 84.6 82.8 8.3 2.57 to 1 10.1 to 1 ut rauls are not in a posi- 
The earning power added by eee 84.6 30.6 7.3 2.76 to 1 11.5 to 1 | tion to expand quite so fast, 
the re-investment was 8% ie 84.6 31.5 8.2 2.67 to 1 10.3 to1 | : th 0 
0. 1924...... 90.4 32.5 8.7 2.78 to 1 10.3 to 1 jy Since there Aas Deen & Com: 
Have there been real earn- sees bicune oa ey 7.9 4.88 to 11.9 to 1 | parative saturation of rail 
ings in such a case? The [| [SS:-:::: ? 2 : skalid cd investment in proportion to 
stock is junior to more People’s Gas was selected as an illustration to the accompany- railroad load. At any rate, 


securities than at the outset 
of the year. The additions 
to property investment have 
been nearly cancelled by the 
volume of indebtedness. The 
addition to earning power ap- 








rate struggles, and its adversity in war time. 
that this history has been far from being representativo, it will 
be noted that the law of increasing returns has obtained on the 
whole—that is, a given amount of capital produced more gross 
and net revenue. At present People’s Gas appears at a tem- 
porary saturation point. but present capital is adequate to take 
care of much larger future business. 





Despite the fact 


the slower rate of growth re- 
quired spells an altogether 
\| different economics for rails, 
'| as against electric light and 
|| power and gas corporations. 

It is clear, therefore, that 
—— the difference in the earn- 








pears to be less than the — 
money would have made 
outside, had the earnings been paid 
out in cash, and re-invested elsewhere. 
Were there any real earnings in such 
a case? The question of non-distributa- 
ble earnings and of re-investment be- 
gins to take on its present proportions, 
with such a question. 

Before proceeding with an analysis, 
it is necessary to state, that, telephone 
companies excepted, it is doubtful 
whether any utility that is progressive 
ought to have a large surplus or work- 
ing capital. The business is pretty 
much on a cash basis. It adds to in- 
vestment by means of additional financ- 
ing. If it cannot make more in its own 
business than by investing in the 
securities of other companies, it ought 
to distribute its earnings to share- 
holders. Traction companies ought, 
however, to have some surplus because 
of difficulty of financing plus bus com- 
petition, and telephone arts are so sub- 
ject to laboratory revolutions that a 
surplus against contingencies produced 
by such researches should always be 
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ment is about three and one-half times 
gross receipts. 

Industrials present a different pic- 
ture. Where the total investment is 
equal to one year’s gross receipts, the 
company is thought to be a heavy asset 
corporation and entirely exceptional. 
In most cases the cash sales per annum 
far exceed the capital invested. In 
many retail establishments and chain 
store systems, as in many advertised 
brand manufacturing companies, the 
ratio of investment to annual sales is 
as one to five—the exact reverse of 
public utilities. 

It is obvious that, all other things 
being equal, the greater the ratio of 
sales to capital, the greater the pro- 
portion of earnings that can be dis- 
bursed in cash. The allocation of a 
small part of the earnings to re 
investment will produce additional 
large earning power. The fact remains 
that in several such cases, scrip is 
given out instead of cash, but that is 
done to promote an altogether excep- 


ings situation of public 
utilities and industrials results from 
two factors. The public utility has a 
lower ratio of income to investment, 
and hence a greater need of conserving 
dividends, and the public utility is 4 
public servant compelled to give good 
service and therefore to expand. Un- 
like the rails, therefore, it is at a point 
where it must expand rapidly, and 
present earning power, in most cases, 
is not sufficient to take care of these 
expansion requirements and still pay 4 
dividend. Where it does so, it is due to 
the resort to additional financing to 
take care of the slack. 

The question of public utility earn- 
ings can be examined only in the light 
of the foregoing data. Do they sup- 
port the skeptic, or are they really 
constructive for the investor? 7 

It is easy to see how the captious 
can assert with a sneer that the 
“Utilities never make money.” Super- 
ficially everything appears to support 
their gibe. An industry that must 
forever re-invest is one which can 
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industrig) [B declared to have no real earnings at traffic with little increased cost. 
very large [iall—in the shopkeeping sense. But Two years later, the investment re- 
cash and [since investors cheerfully continue to mains at $7, and the receipts at $1.40; 
© an ever. [buy these securities, and since the the ratio is now only five to one. 
ate faster [f market does not capitalize securities at Operating profit is now 90 cents, since 
ty which [billions if they lack economic signifi- operating costs have risen only slightly 
nings for [Mcance, it is obvious that the sneers are’ in comparison with gross receipts. The 
not important and that we are up _ ratio of investment to net operating 
different ff against something new, fundamental profit is only 7.7 to ah or, in other 
Ds 5 mil. (and important. The earnings of a _ words, the property is earning 13%. 
this sum, [utility company must be real, but not Now let us turn to the common stock. 
all of its of the simple order called for by mer- Assuming funded debt at all times has 
earnings [ff cantile economics. Neither their re- been kept at about 60% of capitaliza- 
le at the investments, nor their additional financ- tion, and preferred stock at 20%, this 
ior to at | ing in despite of earnings can be urged meant that common stock would have 
ecurities, against the fundamentals of their shown earnings only after enormous 
ansion, growth. fixed charges had been met out of net 
S, where operating profit. Translated into real 
ent, and Sa money terms, if common stock had fol- 
, or 30% lowed 4.8 millions in .bonds and pre- 
20% of The Typical The Hydro-electric ferred stocks, and these had an aver- 
be at- - industry illustrates age interest cost of 6%, $288,000 
till 10% Hydro-Electric in an exaggerated would have been required for the 
This is Corporation phase, the features senior securities. Assume that the 6 
iS indus- common to nearly millions invested brought $500,000 in 
I is five all the utilities. Its ratio of capital operating profit, then $216,000 would 
| operat. investment to gross receipts, is, in- have been earned on the 1.2 millions in 
"income, itially much higher than that of steam common stock. 
capital, generating plants. What is more, in Ten years have passed. Capital has 
f 10% certain cases such as Pacific Gas & risen from 6 millions to 21 millions, 
| either Electric, the ratio of investment to re- and gross receipts from 1 million to 3 
of cash } ceipts has not declined with the years, millions, and net operating profits from 
ditional but has, if anything, shown some slight $500,000 to $1,650,000. Bonds and pre- 
extent, gain. The economics of this invest- ferred stocks have now risen to 16.8 
Is have ment can best be illustrated by South- millions. Interest and dividend charges 
rnings. eastern Power & Light. This system, are 1 million. $650,000 is earned upon 
ht that in building the Martin Dam, and other the 4.2 millions in common stock. Ap- 
similar great projects, is definitely building parently its earning power is less than 
too we for a consumption many years off. It at the beginning at the decade. How- 
atio of would not be surprising if, for the next ever, a potential earning power has 
ecelpts. year or two, its ratio of investment to 





































































a posi- gross would grow, despite the remark- 
0 fast, able gains in consumption of electric 
a com- energy in both Alabama and Georgia. HAT the investor 
of rail What, then, determines the importance . 
tion to of the investment? wants to know is: 
y rate, The answer is in the turning point. What are public utility 
vth re fF So long as the ratio of capital invest- R 9 
— | ment to gross receipts grows, so long earnings? In what respect 
rails, will public utility earnings consist not - 
ht and of true disbursable earnings, but in- do they differ jrom Te 
_ stead of constantly increasing potential ings of other economic 
e, thal earning power. When the moment ? ; ; 
earn- comes that the ratio of capital invest- ollie — manones = 
= ment to gross receipts tapers off, the out to define unmistakably 
rom increase in real earning power ought ; 7 ;, 
has a to be startling. A hypothetical 7: the tlie sin basis of P ublic 
tment, § stance will make this clear. utility corporation real 
arvin ‘ “ 
a : earnings. As such, it 
“ should prove of inesti- 
wali A Hypothetical A public utility mable value to the average 
al Instance corporation in- . 
Bn vests $6 to re- investor. 
pri : — ceive $1. Its net 
operating profit is 50 cents, or one- 
pay - | twelfth the capital invested. Ten years 
em Pass, and it has invested $7 to receive 
™ but its operating profit has risen to 
al its cents. ‘he skeptic may assert that —————— ee 
; real carning power has declined. 
light But at this point, the equip- 
sup- ment of the utility is large 
eally = enough to handle 40% more 
tious 
the 
iper- 
port 
must 
n be 
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been built up, as shown by the above 
hypothetical example. The investment 
of 21 millions commands not 3 millions 
in gross receipts but 4.2 millions. Net 
operating profit is 2.7 millions. Senior 
capital still requires only a million in 
annual charges, and the common stock 
earns 1.7 millions on its 4.2 millions, or 
nearly three times as much as two 
years before. Most statisticians would 
speak of this as a sudden spurt in 
earning power. But that increased 
earning power was manifest all along, 
and the market took cognizance of it 
in the price. In other words, the emer- 
gence of public utility earning power 
as straight cash surplus is built up in 
the long development period that pre- 
cedes this fruition and the earnings 
have really been accumulating all 
along. To treat the earnings of public 
utility stocks as true earnings is, there- 
fore, a justified procedure. 

Many investors may well wonder 
why they should not wait until the 
turning point before making commit- 
ments. The answer is in the pro- 
gressive rise of price in the utility 
stock as it approaches such a period. 
The largest profits will not be made 
just before the turning point, but by 
investors who can forecast, long in ad- 
vance, which companies are building 
up the largest potential earning power 
within a not too distant period. 


Holding Since, apart from 
Company tractions and tele- 
phone companies, 
Economics the basic econom- 
ics of public utili- 
ties does not call for large surpluses, 
it might be thought that the scope 
of the holding company was auto- 
matically reduced by that fact. 
But, the presence of the holding com- 
pany as a reservoir of credit and cash 
is the one factor that enables this “no 
large surplus” policy on the part of 
operating companies to be successful, 
since the functions of a surplus are, in 
large measure, essayed by the holding 
company. Holding company earnings, 
however, present features all their own. 
They are not a special utility problem, 
since a holding company in any field— 
industrial, rail or utility is in much 
the same position. 

The storm center of controversies 
about holding company earnings is the 
treatment of surplus of operating com- 
panies whose stocks the holding com- 
pany owns. Should the holding com- 
pany consider as earned, all the sur- 
plus above disbursements reported by 
the operating companies, less minority 
interests. in the stocks of these compa- 
nies? Should the holding company 
divide the surplus into disbursable 
and non-disbursable_ sections, and 
(Please turn to page 1041) 
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Buy and Sell 


The Last of a Series of Articles for Investors, by JOHN DURAND 
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price index of a larger, 





tions here offered, and 
to develop them in ac- 


S—Speculative Cycle) M—Manipulative Cycle, 


but related, group. The 
theory of the “T” 
Curve is quite simple: 


T was the writer’s 3" mane! confirm the popular 
intention to recap- £ = impression that higher 
2 venaigeligyelinaraingge Recent Market Record of 20 Speculative = Priced stocks are the 
chapter a number of = better fluctuators. The 
pertinent ideas, which Favorites = evidence, in fact, points 
the reader will find = to the opposite conclu- 
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tual practice, may find 





this installment, after Ay 
all, quite the most 


valuable and interesting of the series. 


Good Trading 
Stocks 


Of the thousand 
and some issues 
listed on the New 
York Stock Ex- 
change, only a few dozen meet all re- 
quirements to render them attractive 
as trading media. Obviously, the most 
important qualification is habitually 
wide and frequent fluctuations; for the 
opportunity to secure trading profits is 
directly proportionate to total price 
movements per annum. 

It is also desirable that the average 
volume of sales of the stock exceed 
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20,000 shares per week; and that the 
market price be greater than $50, but 
less than $200, per share. Experience 
teaches that stocks which fall within 
these price and volume limits are easi- 
est to read, and their price changes 
less likely to be erratic. If net earn- 
ings are reported quarterly, so much 
the better; but this is not absolutely 
essential. Herewith is tabulated the 
recent behavior of twenty speculative 
favorites which fulfill the foregoing re- 
quirements. The list is not exhaustive, 
and will change from time to time with 
the shifting tides of speculative fancy. 
At this writing, railroad stocks are all 
the rage. It will be noted that this table 
(which will repay close study) fails to 
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by expressing the price 
of an individual issue 
in the form of a ratio to that of its 
group, we eliminate the speculative 
influences ‘exerted upon the stock by 
price movements in the general market 
and in the industrial group under 
which it is classified. This device is 
similar to the familiar economic proc- 
ess of compensating the price of a com- 
modity for changes in purchasing pow- 
er of the dollar in order to arrive at 
its true value. Our “T” Curve shows 
clearly whether the market position of 
a single issue, of of an_ industrial 
group, is stronger or weaker than the 
average. : 

For practical applications of this 
method let us begin with Graph 2 
Curve “I” here reproduces THE MAGA- 
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ging OF WALL STREET’s Price Index of 
the Automobile Group; Curve “C” is 
The Magazin< ’s Price Index of the Com- 
bined Average of all Common Stocks, 
and Curve “T” gives the percentage 
ratio of the Automobile Index to the 
Combined Average. “ 

Several important deductions may be 
drawn from this “T” Curve: It shows 
dearly that price movements in the 
Automobile Group follow those of the 
general. market somewhat closely in 
direction, but are larger in amplitude. 
This is the chief characteristic of 
stocks which are known as speculative 
leaders. It will be noted that, since 
the end of February, 1926, automobile 
stocks as a group have been weaker 
than the general market. The “T” 
Curve shows that, with each decline, 
the Automobile Group Index has sunk 
Jower and lower compared with the 
Combined Average. Judged by the “I” 
Curve alone, one might infer that the 
automobile industry had seen its worst 
prospects in May of last year; but the 
“™” Curve shows that, compared with 
business in other lines, the stock mar- 
ket’s appraisal of the outlook for this 
industry is more pessimistic at this 
writing (Feb. 19, 1927) than at any 
time since 1925. 

In Graph 1: The “I” Curve repre- 
sents the price path of Hudson Motor 
common, expressed as a percentage of 
its price at the close of 1925; the “T” 
Curve shows the percentage ratio of 
this “Hudson Index” to THE MAGAZINE 
oF WALL STREET’S Automobile Group 
Index, and thus indicates the technical 
condition of the market for “Hudson” 
compared with that for other automo- 
bile stocks. This curve shows that 
“Hudson” has been weaker than the 
average automobile stocks since the 
middle of March, 1926. 

Comparison of both curves discloses 
the fact, however, that this stock has 
been working into a stronger position 
since the turn of the year. This is best 
seen by comparing tops and bottoms of 
the two curves. During the week ended 
January 22, the “I” Curve dropped to 
within three points of the price reached 
on its December-18 dip; yet the “T” 
Curve on January 22 was eleven points 
above its corresponding low. That the 
technical position is still strong is in- 
dicated by the fact that the “T” Curve 
on February 12 had risen to its previ- 
ous peak on July 81, although the “I” 
Curve had recovered only about 70% 
of its decline between July 31 and 
October 30. Further study of the two 
curves will disclose, we think, that the 
rally in “Hudson” during July was 
caused largely by short covering; 
Whereas the rise that has been in prog- 
ress from the end of October to date, 
is attributable to important accumula- 
tion which has diminished the floating 
supply. 

The two curves of Graph 8 are con- 
structed upon the same principles as 
those in the Hudson Motor graph, but 
are strikingly different in . behavior. 
Note how the pending Summer rise in 
General Motors was all but proclaimed 
from the house tops by the great 
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Prospective Stock Dividend 
Payers 


Second of two articles covering 12 
companies likely to make substantial . 
distributions to their shareholders. 
Specially selected by the 
Staff of The Magazine 
of Wall Street 
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WING to lack of sufficient space we were compelled to publish this set of 
analyses in two instalments, the first of which appeared in the last issue. 
For the benefit of those readers who may not have read the first instalment, 
we are taking this opportunity to repeat that we are not actually forecast- 
ing prospective stock dividends so much as outlining the position of those 
companies which are eminently in a position to do so. In other words, 

every one of these twelve companies herein analyzed are in a position to declare 
substantial stock dividends or split their shares into smaller denominations but such 

action is in the discretion of the directors and hence cannot be specifically forecast. 

The twelve stocks have been selected, also, as possessing sound long-range possibili- 
ties for market appreciation. 





American Smelting & Refining 


HIS monumental mining enterprise has undergone a 

remarkable expansion of earning power over the last 

five years. Its progress in this respect is well illustrated 
by the course of net income reported from 1921 to 1926, 
which, in terms of millions of dollars, amounted to 1.7, 5.9, 
8.9, 11.2, 15.2 and 17.8, respectively. The 1926 figure was 
equivalent to $23.38 per share on the common as compared 
to $3.28 in 1922 and a deficit in 1921. Results for last year 
were eclipsed only by the abnormally large profits accumu- 
lated in 1916 and 1917 as a consequence of the war boom. 
Current earning power has been achieved during a period 
of subnormal demand from foreign sources and an absence 
of inflation in metal markets, particularly as respects copper. 
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While direct mining operations have increased 
considerably, the bulk of the company’s reve- 
nues are still derived from the smelting and 
refining of ores mined by others, and on this 
account the status of the raw metal mar- 
kets is not a primary factor in earnings. 
The wide diversification of metals handled, 
moreover, tends to supply a certain measure of 
stability to operations, as a depression in one 
branch of the industry may well be offset to 
scme extent at least by a sustained demand for 
other metals. The increased output from the 
company’s own mines and steady gains in 
operating efficiency have all played their part, 


but its prosperity in the last analysis is based 
on the strong upward trend in the volume of 
metal production, and on the general prosperity 
of the country which has enabled domestic con- 
sumption to be maintained at a point to absorb 
at least a fair share of the output and to offset 
the mediocre export demand. 

Profit and loss surplus at the close of 1926 
stood at about 24.2 millions, a gain of 4.7 mil- 
lions over the previous year, and equivalent to 
about $40 per share of common stock. This 
was entirely exclusive of liberal allowances for 
reserves of various sorts amounting to an ag- 
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gregate of 18.7 millions. There was a reduction 
in inventories of 10 millions and a gain in quick 
assets in the form of cash, Liberty bonds and 
call loans amounting to around 9 millions 
despite the expenditure of 7.5 millions without 
recourse to new financing. 

In the case of American Smelting there is as 
yet no definite indication of any impending stock 
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dividend or splitup, although the time is ap- 
proaching when action along these lines may 
become necessary if the shares are to enjoy a 
well distributed market. Certainly, there are 
few companies with so sound a structure and 
earnings position, and so well adapted to an 
increase in share capitalization without sacri- 
fice of conservatism. 


? 
o% 


Poe%, 


{o°, 


2 
7 


oe, 


9, 
¢ 


oe, 


o, 
* 


oe, 


o, 
° 


oe, 


2, 
¢ 


2 
ro 


oe, 


2, 


Ss cae 


o. 
? 


? 


oe. 


PancMeaM 
00,08 ,08, 


¢ 


? 


2, 
° 


oe, 


Poet 
° 


Sed 


2, 
- 


oe, 


¢ 


United Drug 


i | NITED DRUG is another large corporation which in no 
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year since the deflation period of 1921 has failed to 

register a substantial increase in business over the 
preceding year. This is a natural consequence of the rapid 
and steady expansion in the number of retail drug stores 
throughout the country operated by a wholly owned sub- 
sidiary, the Louis K. Liggett Co. Total sales in the United 
States during 1926 amounted to nearly 91.2 millions, by far 
the largest in history, and well in excess of the par value of 
the entire bond and stock capitalization. Common stock 
capitalization is moderate, there being only about 380,000 
shares outstanding, and inasmuch as net income has in- 
creased in greater ratio than sales on the average, the result 
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has been a steady upward climb in share earn- 
ings which is reflected in a market price more 
than double that of three years ago. The $13.02 
earned on the common last year is without con- 
sideration of the undistributed profits of the 
company’s English subsidiary, only the amount 
actually paid in dividends being included in the 
parent company’s revenue. 

From 1917 on dividends on the common stock 
have been paid without interruption with the 
exception of the one year 1922 when they were 
omitted as an aftermath to the loss incurred in 
the 1921 business deflation. In 1925 and 1926 
the dividend was successively increased to a $7 
and then to an $8 annual basis, and again just 
recently to $9. For several years the company 
has retained in the business approximately two 
millions annually out of its net income, and the 
new dividend rate appears to conform to this 
policy. 

No less than 123 new stores were opened by 
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Six Stocks in Line for Special Disbursements 
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the retail subsidiary during 1926. This expan- 
sion was accomplished from United Drug’s own 
financial resources without recourse to bank 
borrowings, and the future dividend policy will 
probably be guided to a considerable extent by 
the program for further expansion. Indications 
point to a continued increase in sales and in- 
come, but if new units are to be established at 
a similar pace and new financing is to be 
avoided, it would appear desirable to retain a 
greater proportion of the profits in the business, 
which can be done by refraining from further 
dividend increases for the present. At such 
time as the company may wish to finance by 
sale of common stock, however, there would be 
an advantage in a lower unit value per share, 
and the status of both the capital structure and 
the surplus account is adapted to a splitup or a 
stock dividend whenever such action is deemed 
desirable. ' 
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Amer. Smelting 72.5 
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Gulf Oil 118.34 
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Glen Alden N.F. 
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Westinghouse Air Brake 22.9 27.0 
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a As of Oct. 31, 1926. b1925. N.F.—Not available. 
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Glen Alden Coal 


HE prospects of a stock dividend in this case can only 
be inferred from the mounting price levels at which the 
shares are quoted and the high degree of prosperity 

enjoyed by the company. The conjectural character of its 
precise status is due to the entire absence of income state- 
ments and balance sheets, or detailed reports covering opera- 
tions. It is possible only to approximate net income from the 
amount of taxes paid by the company, and this data fur- 
nishes no clue_as to the extent of deductions for depletion 
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In: accordance with court decree, a segregation 
was effected in 1921 and since then the property 
has been operated as a separate entity. The 
trend of dividend disbursements and of the 
market price of the shares on the New York 
Curb has been spectacular. The dividend rate 
at present is $10 per share per annum, which 
compares with $1.50 paid in the first full year 
of independent operation, $4.50 in the following 
year, and a $7 annual rate in effect during 1924 
and 1925. The stock in the meantime has ad- 
vanced from a low of 31 in 1921 to a high of 
186 last year. The current market is some 
twenty points below the latter figure. . 

The Glen Alden properties are endowed by 
nature with outstanding advantages which 
places the company in the leading position 
among the anthracite coal producers of the 
United States. They are situated in an area 
where the coal seams are flat-lying and suffi- 
ciently near the surface of the earth to permit 
low cost operation. The coal structure likewise 
is harder than in the other anthracite districts 
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and depreciation, which in all probability are substantial. 
Glen Alden dates back to 1866, but from 1868 to 1921 it 

was owned by Delaware, Lackawanna & Western Railroad, 

and its interests were completely identified with that road. 


of Pennsylvania, and as a result there is a 
smaller percentage of breakage, so that a 
greater dollar value is realized on a given 
quantity of tonnage mined. In view of the 
periodical labor troubles and other difficulties 
with which the coal industry is continually con- 
tending, the spread in margin of profit over 
that of its competitors is of vital importance to 
Glen Alden, and enables it to make a creditable 
showing under almost -any conditions short of a 
complete shutdown. The recent absorption of 
Delaware, Lackawanna & Western Coal, an 
organization existing primarily to distribute 
Glen Alden’s output, has placed- the latter in a 
position to effect further economies and to main- 
tain a high rate of dividends. 

A capital adjustment is not so clearly indi- 
cated as would be the case were the stock more 
widely held or more active, but if the manage- 
ment is desirous of creating a wider market, a 
substantial stock dividend would be of material 
assistance in bringing it about. 


Gulf Oil Corp. of Penna. 


Fc i is hardly open to question that the stockholders in this 
RN enterprise will eventually receive their reward through 
the medium of a sizable stock dividend. The yield on 
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the basis of the present cash return of $1.50 annually is only 
1.6%, and the company is so firmly committed to a policy 
of reinvesting the bulk of the earnings in the business, that 
a future distribution of cash in an amount comparable with 
the total income derived from operations is extremely im- 
probable. In this case, the only apparent means by which 
holders are to receive tangible benefits from the remarkable 
growth in their equities is through capitalizing a portion of 
the substantial surplus which has been accumulated, and 
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Important changes in the capital structure 
have not been frequent, but those that have 
taken place have been sweeping in character. 
There was a 100% stock dividend in 1913 and 
in 1922 a recapitalization was effected through 
the formation of a new company which issued 
twelve shares of a par value of $25 in exchange 
for each $100 par share of the old company out- 
standing. The cash dividend of $1.50 annually, 
established at that time, has remained un- 
changed despite the fact that share earnings in 
the meantime have more than doubled. The 
conservative dividend policy has undoubtedly 
tended to maintain the stock at a lower market 
valuation than would otherwise have been the 
case. It is not undervalued on the basis of 
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distributing the additional shares thereby created. 


dividends nor even on the basis of reported net 
income, but the latter is after the deduction of 
huge amounts for depreciation and depletion, 
with the result that the properties are carried 
at a figure far below their true worth. Were 
the policy in this respect less severe, earnings 
would be subject to considerable enhancement, 
sufficient, in comparison with the status of oil 
enterprises of a similar scope, to justify higher 
levels for the shares. 

Gulf Oil has a crude oil production greater 
on the average than that of any other individual 
oil enterprise, and is one of the few large refin- 
ing interests which is able to supply its entire 
refinery needs from its own production. Such 
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close co-ordination between the various branches 
of the business has been developed that it is 
possible to conduct operations with a high de- 
gree of efficiency. Plants are located in a man- 
ner to eliminate waste motion at every stage 
from production to distribution, and at no point 
is it necessary to utilize the services of any 


organization under separate management. 

The present surplus exceeds 133 millions as 
against 57 millions four years ago, and has 
reached proportions where some distribution 
thereof appears inevitable if future balance 
sheets are to become more representative of 
actual conditions. 
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but its output also includes a wide diversifica- 
It is this diversifica- 
tion and the heavy replacement business which 
it entails that has been primarily responsible 
for the achievement of a degree of stability 
unusual for a railroad equipment concern. 

In addition to the regular line of products 
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OR over twenty years this company has maintained a 


uniform dividend rate of $9 a share annually. Its in- 

come is derived from two distinct sources—railroad 
operations and anthracite coal mining. Moreover, traffic 
originating from the coal properties plays an important part 
in railroad revenues, so that the prosperity of the road is 
very much tied up with the anthracite situation. 

It has been expected for a number of years that eventua!ly 
Delaware & Hudson would take voluntary action towards 
segregating its coal interests and relinquishing ownership 
thereof, along lines similar to those already followed by 
Lackawanna, Reading and Lehigh Valley. Such action was 
made legally compulsory on the part of the latter three roads, 


f but Delaware & Hudson so far has been immune 
. from legal pressure in this respect. 
naturally be the desire of the management, 
nevertheless, to conform to the well defined 
policy of Government authorities of opposition 
to the joint ownership of railroads and coal 
mines, provided that a practicable means of 
effecting a segregation could be found. 

In 1925 a preliminary step was taken in the 
form of authority obtained from stockholders 
to embody the coal lands in a new corporation, 
all the stock of which was to be held by the 
present company. About a year later the pro- 
posal was amended, and stockholders authorized 
the transfer to a wholly owned separate cor- 
poration of the transportation interests, there- 
by reversing the first recommendation, although 
the effect of either action would be substantially 
In neither case was there any plan 
indicated for a segregation of ownerhip rather 
than simply a separation of corporate entity, 
and up to date no announcement has been made 


in regard to definitely carrying out the latter 
proposal. Obviously, this is only a matter of 
time, but the more important question of a com- 
plete segregation still remains a mystery. 

The mystery and consequent interest on the 
part of stockholders is enhanced by reason of 
the uncertainty as to the true value of the coal 
properties. Only the amounts actually received 
are included in the revenues reported by Dela- 
ware & Hudson, and no information is available 
by which the real earning power or the intrinsic 
worth of the mining properties may be definitely 
judged. A segregation of ownership would un- 
doubtedly take the form of a distribution to 
stockholders of their pro rata interest in either 
the coal or the transportation activities, which 
would be the equivalent of a substantial stock 
dividend. Profit and loss surplus currently 
amounts to nearly $65 a share, and is therefore 
easily amenable to whatever adjustment is 
necessary in carrying out the plan. 


It would 


Westinghouse Air Brake 


dividend record extending over the last 55 years on its 
capital stock of a par value of $50. There are no prior 
securities whatever, and no funded debt has been incurred 
since the inception of the enterprise. During the last decade 
the average market levels of the stock have ruled below 
those prevailing in the earlier years of the present century, 
but the recent trend of earnings has carried the price above 
150 for the first time since 1917, and the presumption is that 
pending a possible readjustment of capitalization, the shares 
from now on must be allocated in the high priced group. 
Westinghouse Air Brake is the largest manufacturer of 
air brakes for railways and commercial automotive vehicles, 


Te company is the proud possessor of an uninterrupted 


established over a long period of years an im- 
portant new source of earnings has been de- 
veloped through a subsidiary company, the 
Union Switch & Signal Co. The installation of 
automatic signal equipment by railroads is now 

(Please turn to page 1046) 
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ITH few exceptions, the price 
W movements of sugar stocks con- 

form in direction with those for 
the product. When the price of sugar 
advances, the stocks of producing and 
refining companies go up; while in a 
weak sugar market, sugar securities 
decline. 

The extent of the advance or decline 
will naturally differ with each security, 
which can only be evaluated by a de- 
tailed analysis of its strategic position. 
The fact remains, however, that the 
outlook for individual securities is 
more closely associated with the out- 
look for the industry as a whole than 
in almost any other line of activity. 


Fundamentally, con- 
ditions in the sugar 
industry reflect the 
agricultural struggle between moist, 
southern climates that cannot grow 
grains, and dry, temperate . climates 
that cannot produce cane. Cane has 
the advantage of cheap labor and 
cheap land; whereas sugar beets are 
valuable for crop rotation purposes. 
Prior to the World War sugar beets 
were gaining ground so rapidly that 
they seemed about to outstrip their his- 
torically ancient rival. By 1913, -in 
fact, beet sugar production had reached 
a total of 8.9 million long tons—only 
0.2 million short of the world’s cane 
sugar output. 

Then came the great catastrophe 
which drafted farmers into war ac- 
tivities, and caused a slump in Eu- 
ropean beet sugar production from 
its maximum of 8.8 million tons in 
1913 to 3.2 millions in 1918. The price 
of raw sugar mounted from a low of 
1%c a pound in 1914 to the upper 
limit of 6%4c fixed by the War Board. 

Cane sugar producers, in safe seclu- 
sion from the European turmoil, in- 
creased their output by 2.4 million 
tons during the four-year war period, 
as against an increase of only 1.7 mil- 
lions during the preceding four years. 
But this was far from enough to offset 
the shortage in beet sugar output, and 
stringent restrictions were placed upon 

: consumption. 


WAR-TIME 
CONDITIONS 


FOLLOWING With the lifting 
THE ARMSTICE of restrictions af- 

ter the war con- 
sumers and hoarders, in a mad scram- 
ble for sugar, ran the price of raws up 
to the dizzy pinnacle of 22%c which 
was reached in May of 1920. Then 
came the “Frozen inventory” panic of 
1920-21, with forced sales of hoarded 
supplies, and the consequent crash of 
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raw sugar prices to under 1%c. 

Following this panic, there was a 
rebound to 65c in 1923, then the or- 
thodox sag to a secondary bottom of 
2%c on April 7, last year. At this 
writing the price has shaded to 2.96, 
after recovering to a maximum of 3.38 
at the close of 1926. Such is the hectic 
history of raw sugar prices during the 
past quarter century, and reference to 
the manuals will disclose that sugar 
securities have traced a closely parallel 
price path. Let us return now to the 
story of production for an explanation 
of sugar prices since the war and a 
clue to their probable course during 
the coming season. 


REVIVING Normally, any marked 
THE BEET change in the price of 
CROP sugar will be reflected 


in a corresponding 
change in output during the ensuing 
crop year. The violent post-war rise 
in sugar prices, however, presented a 
conspicuous exception to this rule. 
Everyone knew that such prices could 
not hold. Beet sugar production in 
Europe dropped to 2.6 million tons in 
1919. Farmers had not yet resumed 
their normal peace time occupation. 
The world’s cane output stood at 12.3 
million tons in 1918. It rose only 0.7 
million during the following five years. 
Europe had to import quantities of 
Cuban cane. 
In the meantime, one nation after 
another adopted measures to stimulate 






More Promising Outlook for 
Sugar Securities 


Moderate Rise in Prices in Prospect 


home production of sugar beets. Tariff 
barriers were raised, with preferential 
concessions on sugar brought in from 
the colonies. In several instances sub- 
stantial bounties were paid to sugar 
beet growers: in England, this amounts 
today to five cents per pound of sugar 
content. The effect of these subsidies 
was a gradual increase in the output 
of European beet sugar during the 
period when world cane production re-~ 
mained practically stationary. By 1923 
it had recovered to 5.1 million tons— 
still 3.2 millions under the pre-war 
record. There was no release of pent 
up sugar hunger in Europe following 
the Armistice, such as occurred in this 
country. Long inured to abstinence, 
Europe continued to cut down on her 
sugar consumption until, by 1921, she 
was using less than half the tonnage 
required before the war. 


A DISASTROUS The yearly average 
JUMP IN price of sugar 
PRODUCTION touched bottom in 
1922. This was 
the signal for a record jump in de- 
mand. Europe was recovering from 
its war-inherited poverty and habits of 
self-denial. America had signed the 
pledge and was turning avidly to soft 
drinks, ice cream and candy. In the 
short space of a year world sugar con- 
sumption jumped 25%, and refined 
sugar in 1923 brought 40% more than 
its average price the year before. 

Everyone in the industry made big 
money that season, lost their heads, 
and turned madly to the planting of 
cane and beets—as though there never 
could be a limit to demand. World 
production leaped from 18.1 million 
long tons during the 1922-23 crop year 
to 24.5 millions last season—a perpen- 
dicular rise of 50%. The marvel is 
that prices in sugar and stock markets 
failed last year to fall through their 
1921 lows. 


In analyzing the present 
situation and outlook one 
should not lose sight of 
the ever menacing struggle between 
cane and beets. 

This is no ordinary economic con- 
test in which the more profitable in- 
dustry ultimately wins; but a war of 
politics versus commercial profits. Im- 
portant European countries, and the 
United States, are bent upon fostering 
home industries in the interest of eco- 
nomic independence—wholly regardless 
of economic expediency, or the influ- 
ence that such policy may exert upon 
foreign industries. This means that 


CANE vs. 
BEET 


999 








the cultivation of sugar beets is going 
to be bolstered up by tariffs, and boun- 
ties, regardless of what happens to 
other than colonial cane growers. The 
potency of such subsidies in stimulat- 
ing production is strikingly demon- 
strated by the 150% increase in world 
beet sugar production since 1919, con- 
- trasted with a gain of only 35% in 
cane sugar output during the same 
period. 


Cuban cane interests 
have always borne the 
brunt of this national 
tinkering with an international indus- 
try. Producers of raw sugar there 
never have enjoyed more than sporadic 
prosperity, except for the six-year 
period during and immediately follow- 
ing the war. Her output merely serves 
as a convenient floating reserve upon 
which the United States and European 
countries may draw to make good any 
deficiency in the supply of home-grown 
and colonial sugars. With minor ex- 
ceptions, it is the aim of European 
nations to guard against the necessity 
of importing sugar. Last year, out of 
a total European consumption of 9.15 
million tons, 0.77 came from Cuba, and 
only 0.22 net was imported from other 
outside -sources. 

The United States is wholly inde- 
pendent of foreign sugars, in the sense 
that practically all sugar consumed 


CUBA’S 
POSITION 


here is drawn from home production 
and that of our island possessions and 
protectorates. This happy situation 
has been brought about by almost 
prohibitive duties on both raw and 
refined sugars from outside sources. 
The tariff has varied from time to 
time during the past thirty years. but 
now stands at 2.206c for 96 degree 
raws. Sugar comes in duty free from 
Hawaii, the Virgin Isles, Porto Rico 
and the Philippines. On Cuban sugar 
there is a concession of 20%, so that 
the present duty on Cuban raws, in- 
cluding freight and insurance to 
Atlantic ports, amounts to 1.77c. The 
sources of refined sugar consumed in 
the United States last year were as 
follows: 


Thousands 


Cuban cane 


Hawaiian cane 

Porto Rican cane 

Philippine cane 

La. and Texas cane 

Foreign raws 

Foreign refined 

‘Hawaiian & Philippine refined 
Virgin Island cane 

Molasses, maple, etc. 


CUBA RECTIFIES 
AN ERROR 
IN JUDGMENT 


Perhaps the 
greatest single 
factor that has 
contributed to 
the present unsatisfactory conilitions 
in the sugar trade was the inordinate 
increase of 1.5 million tons in Cuban 
production during the period between 
1923 and 1925, when her output 
rose 50% from 3.6 million tons to 
5.1 millions. Fortunately, her pro- 
ducers have grasped the significance of 
recent events and had the courage to 
agree with President Machado upon a 
restriction of Cuban output to 4.5 mil- 
lion tons for the season that opened 
January 1, 1927. 

As this curtailment of 0.4 millions 
follows upon the heels of a 0.6 million 
reduction in European beet sugar pro- 
duction last Fall, it seems practically 
certain that the world output for 1926- 
27 will fall at least a million tons short 
of that reported for the year before. 
The prospect has already stimulated a 
recovery in sugar prices, with the be- 
lief in sugar circles that quotations 
will rally still further, once the market 
is relieved from the pressure of Cuban 
supplies toward the close of the grind- 
ing season. 


OUTLOOK FOR 
SUGAR PRICES 


If — precedent is 
any guide, one 
may look for 
moderate sagging of sugar prices dur- 
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STOCK 


Guantanamo 
South 
Porto Rico 
Common 


Cuban 
Dominican 
Common 


American 
American 
Sugar Ref. 
Gt. West. 
Sugar 
United Fruit 











| Common 
o|Common 








to] o| Preferred 


a) »| Beet Sugar 





’ Cuban- 
eo} American 
<o| | Common 











Working capital ($1,000,000) 








Cash ($1,000,000) 





Bank loans ($1,000,000) 








Pref. div, arrears ($ per sh.)...... 
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Sugar production (1,000,000 lbs.— 
Raw 





























15.88 











8.96 








Div. per share (5-year average).... 


@ 9.25 
6,75 











Ourrent dividend 


8.00 


8.00 








Price coe of stock (1922 to date) — 
Hig’ 


101 75 


119 





74 








Recent price 


98 45 


115 











% earned, 1926, on recent price... 


62 y 8.16 d 


7.8 





a Restricted Cuban quota for 1927. 


balance Porto Rican. 


b Dominican output . $41 million Ibs., 
Ibs. of Florida cane, plus restricted Cuban quota for 1927. 4d Deficit. 
refinery. g Including $1.50 extra. h December 31, 1925, to date. 


e Estimated. 
NF Not reported. 


plus restricted Cuban quota for 1927. 
Fy quae | 60 million Ibs. from company’s Cuban 
y Yield. 


e About 37 million 
z Dominican output about 180 million Ibs., 





Five Most Attractive Sugar Stocks 
Cuba Cane Pfd. 


Cuban American 


Punta Alegre 
Great Western 
American Sugar 


Sugar 
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ing the next month or so, while the 
Cuban crop is being marketed, followed 
by recovery up to August or Septem- 
ber. Thereafter, the course of prices 
qill depend much upon forecasts of the 
new crop. In the writer’s opinion, the 
world’s beet crop this Fall will not 
jifer greatly from that of 1926. If 
present restrictions upon the Cuban 
sop are carried into next year, which 
it seems reasonable to expect, then 
sugar prices may be expected to rise 
moderately after the present grinding 
season, with a probable year’s average 
of about 3.25¢c for raw sugar, or five 
cents duty paid. This would be an 
advance of about 0.8¢ over last year. 
Ordinarily the margin between re- 
fned and raw sugar is greater during 
rising than in declining markets for 
the raw product. In falling markets 
refiners have a tendency to offer sugar 
more rapidly than the trade willingly 
absorbs, in the effort to minimize in- 
ventory losses. During rising markets 
refiners are tempted to hold back offer- 
ings for the purpose of gaining specu- 
lative profits on inventories. It would 
seem reasonable to look for an increase 
of about 0.15c in the average spread 
between refined and raw sugar this 
calendar year, aS compared with last 
year. During 1925 and 1926 the mar- 
gin averaged slightly under 1.15c; this 
year it should rise to slightly less than 
1.8¢. ; 


THE OUTLOOK With assistance of 
FOR PROFITS the accompanying 
statistical table we 
now have the principal data upon 
which to base an opinion of the year’s 
prospects for leading sugar companies. 
Of course, the outlook varies with each 
individual company, and depends con- 
siderably upon the nature and location 
of its activities. In general, we may 
say that 1927 offers brighter prospects 
than last year for all sugar companies. 
The improvement in earnings will 
be more conspicuous in the instances of 
companies that have not suffered so 
severely from the last two years’ de- 
pression. Companies which have been 
compelled to cut or pass preferred 
dividends and lean heavily upon bank 
loans to tide them over, are likely to 
utilize profits in paying off old debts 
and wiping out deferred charges to de- 
preciation. 

Profits of refining companies, such 
as American Sugar Refining, which 
purchase the bulk of their raw sugar 
in the open market, might increase to 
the full extent of our estimated in- 
crease of 0.15c in the differential. 
Profits earned by refiners such as 
Great Western, which is reported to 
have contracted for this year’s beet 
crop at prices equal to last year, might 
teadily be 0.8c per pound greater than 
last year. 

The outlook for producers of raw 
sugar depends largely upon whether 
they contract for, or grow their own, 
Sugar cane. Those who grow their own 
cane are in a position to benefit by the 
full advance in sugar price; but those 
who contract for their cane must base 
their costs upon current prices for raw. 
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Preferred Stock Guide 


These stocks are selected as offering best opportunities in their respective classes 
taking into consideration assets, earnings and financial condition of the companies 


represented. 


For Income 
HIGH GRADE INVESTMENTS 


Div. Times 


Div. Rate 
RAILROADS 


Baltimore & Ohio 

Chicago & Northwestern 
Chesapeake & Ohio Conv.. 
Colorado & Southern Ist 
N. Y¥., Chicago & St. Louis 


PUBLIC UTILITIES 


Columbia Gas & Electric 
North American 

Philadelphia Company .... 
Public Service New Jersey 


INDUSTRIALS 


American Smelting & Ref 
American Steel Foundries 
Associated Dry Goods Ist 
Baldwin Locomotive .. 
Brown Shoe 
Endicott Johnson 
General Motors 
Studebaker Corp. 


(N) 











For Income 


$ per Share 5- 


§ 5-Yr. Price Range 
A. 


Recent Yield 





Earned— Redeem- 
Yr.-Av’r’ge able 


6.0 No 
eeee No 
F14.8 115 
8.9 100 
F3.7 110 


110 
52.50 
No 
No 


St Go wh 69 29 yO IO 
SOBDHADDAYS 


rod 


125 


pam ~ 


F130 
66 


High Low Price % 
67 16 
125 127 
157 
74 
H98 


099 
50 
49 


AANA MAH NM 
CoCo Or Orr @ 


and Profit 


SOUND INVESTMENTS 


RAILROADS 


Bangor & Aroostook 

Colorado & Southern 2nd 
Kansas City Southern 

Pere Marquette Prior 

St. Leuis-San Francisco 

St, Louis Southwestern ........ 


PUBLIC UTILITIES 


American Water Works & El.... 
Brooklyn-Manhattan Transit .... 
Engineers Public Service 
Federal Light & Traction 
Kansas City Pr. & Lt 

Hudson & Manhattan R. R. Conv. 
West Ponn Electric............ 
Standard Gas & Elec 


INDUSTRIALS 


Allis-Chalmers ........-.008. ase 
American Cyanamid 
Armour & Co. of Del..... 
Bush Terminal Buildings 
Commercial Credit Ist 
Cuban American Sugar 
Genl. American Tank Car 
Gimbe!l Brothers 

Goodrich (B. F.) 

Reid Ice Cream 

U. 8. Cast Iron Pipe 

U. 8. Industrial Alcohol 








RAILROADS 


Chicago, Rock Island & Pac 
Gulf, Mobile & Northern 
Wabash ‘‘A”’ 


INDUSTRIALS 


Bush Terminal Debentures.... 
Consolidated Cigar 

Dodge Bros. 

International Paper ...... pewter 
Mid-Continent Petroleum 
Orpheum Circuit Conv 

Radio Corp. of America 
Universal Pictures Ist 


Cum@? to extent of 2 yrs, divs. 
paid $1.44 extra in March. 


N—Price range 1926. O—Pricc range 1925. 





F—Four years. H— e 


105 
No 
110 


115 
110 
105 
115 
120 
110 


55 
110 


105 


N110 
#114 


§110 
110 


+ Cumulative up to 5%. 
Three years. 
§ 1921-1925. 


DAAHAD 
KP NWOoOOr 


AAABAIAIAHD 
@SQnmnreoon 


RHODA De hPom 


NASPSASADS 


2a 
ee het 


7 


DuRBODSin 


ADARTW8 a 


86 51 


N100 7 
H35 103 
123 23 92 


+ Participate in excess earnings 
T—Two years. S—One year. 


1001 





Tobacco Manufacture 


Favorable Conditions Point to Sustained Prosperity 





HE high level 
T achieved and 

held by tobac- 
co securities during 
the past year finds 
ample justification 
in the industrial 
background of the companies en- 
gaged in the manufacture of its 
products. 

While the last domestic crop was 
somewhat smaller than that of 1925, it 
was generally of higher quality, and 
being supplemented by a substantial 
carryover was purchasable at prices 
averaging about 8% lower than the 
previous year. In addition the con- 
sistent growth that has marked con- 
sumption of tobacco products reached 
levels affording a broad market for 
capacity factory output. 

Prior to 1926 a persistent decline in 
cigar sales had been in progress as a 





quence manufacturers have been able 
to advertise more lavishly, improve the 
quality of their preduct and generally 
further the sales campaign. 

Sales of the so-called manufactured 
tobaccos, that is smoking, chewing and 
snuff, are not increasing materially but 
maintain a steady substantial volume. 
It is in cigarettes where the most spec- 
tacular growth is found. Whether the 
popularity of cigarettes is a permanent 
result of the war or simply a change in 
public taste is difficult to say. At any 
rate, sales have increased fourfold in 
the past decade. In 1915, 20 billion 
cigarettes were manufactured and sold, 
while the total for 1926 is estimated at 
close to 88 billion. This steady in- 
crease has proceeded regardless of the 
trend of business as a whole. Unlike 
cigars, whose sales volume is invariably 
impaired in times of depression, the 
curve of cigarette sales shows consist- 


cigarettes. During the past year 95 
billion cigarettes, valued at $17.9 mij. 
lion, were exported, compared with 81 
billion in 1925. 

Conditions which favored ; Prosperity 
of tobacco manufacturers in pag 
months are still operative. With moder. 
ate priced cigar quality improved and 
widely advertised, its consumption 
should hold, if not exceed, present 
levels; whereas there is no basis fo; 
expecting other than continued increase 
in cigarette sales. Competition bg. 
tween brands may become more acute 
as a result of the contemplated a. 
quisition of manufacturing facilities by 
the two largest chain store systems, At 
present the five most popular brands, 
constituting 80% of total production, 
are produced by three companies, but 
in a sales field expanding so rapidly a 
small increase in the number of manv- 
facturers is salutary and gives little 
ground for apprehension. 

Of course, from a market standpoint 
the rise in tobacco stocks last year has, 
in a measure, discounted the favorable 
record of the companies for the twelve 
months. Still, with a continuance of 
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result of the increasing popularity of ent gain. circumstances contributing to high 
cigarettes; but with the recent rise in earning power the long range aspect . 
favor of the lower priced cigar, the Future Prospects Favorable of the group holds considerable attrac. sf 
decline was not only halted, but a tion. whic! 
small gain in total sales volume Approximately, one-third of our anes: a 
achieved. At the same time important annual tobacco production is sold in for- Al 
economies in manufacture were effected eign markets, and manufactured prod- Owing to limitation of space this — 
leaf prices declined and internal reve- ucts are an increasing proportion of dividend forecast was not included in rg 
nue taxes were reduced. As a conse- the total. Particularly is this true of the forecast number of February 26th. rt 
— well 
more 
Position of Leading Tobacco Companies “” 
Earned $ per Share Price Range % F abot 
peas el Recent Div. Yield Earned on COMMENT Cory 
1926 High Low Price Rate % Mkt. Price nout 

One of smalier offshoots of old tobacco trust. Competl- 

$13.06 165 121 128 $12.00 9.4 10.2 tion has cut into earnings somewhat, and dividend change orde 
if any should be downward.  (B) Mar 





Reorganization following receivership has placed this large 
tobacco grower in good position. Rapid improvement In 
earnings indicates fair chance for common dividend. (D) 
One of three companies dominating cigarette trade, In ex- 
cellent shape financially. Can continue to disburse bulk 
of earnings. Fair chance for extra div. during year. (A) 
Cigar manufacturer. No common dividends since 1921. 
Uptern in earnings last year a favorable sign, but 
strengthening of cash position probable before dividend re- 
sumption. ) 


j 5.79 44 29 50 





124 111 122 








Rapid growth in output of single brand of cigar manufac- 
tured. Control recently acquired by Porto Rican Amer. ( 
Tobaceo. Recent dividend increase all to be expected for I 
present. (D) ( 
( 
7 
( 
} 
f 
( 





Earnings materially increased through acquisition of of G. 
H. P. Cigar, but fiberal rate at which dividends were 
— appears to represent Iimit for some time to come. 
Old line cigar manufacturer, formerly consistent earner. 
Earnings have made some recovery in refiection of improve- 
= In cigar trade bat not to extent to expect early div. 








One of iargest cigar producers, output exceeding 10% of 
total. Production being concentrated on lower priced 
brands. Present dividend reasonably safe, no Increase In 
prospect. (A) 

Manufactures 3 of 5 most popular cigarette brands be- 
sides other tobaceo products. Customary $1 extra already 
Ng’ soa earnings may permit something addi- 

ona’ 


Has failed to keep pace with large competitors owing to 

waning popularity ef principal brands of cigarettes. Re- 

eat “> dividends depends on reception accorded new 
nds 








2.58 42 28 280 8.9 





Most prosperous of all tobacco group, produces cigarette 
having widest distribution. impregnable ion finan- 
cially. Policy of extra and stoek divs. should continue. __(D) 
Holding company exelusively. Owns large majority of 
United Cigar Stores common, and dividend pelicy hinges 
largely on that of U. C. S. Could support larger div. (A) 

(D) High enough for present, x Partly extra. s Plus 10% in stock. b Pay- 
Tocess of reorganiz ation. z Full year’s earnings not yet known, oe Estimated. a G.H.P. 
j Year ending July 31. 


8.20 122 90 108 5.00 4.6 7.6 





11.00 116 95 107 
(C) High —_ 


7.00 6.5 10.3 





(A) Attractive. 
able in common stock. 
earnings 


(B) Unattractive, 
r Earnings incomplete—in p: 
included jl in last six months, 1998, 
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STEEL 
















ARKETS have assumed a much 
M steadier tone in nearly all steel 
products, with buying taking on 
the proportions of the more. favorable 
months of last year. Whether due to 


the proximity of the coal strike or to 
more confidence in the nearby business 
outlook, prices have firmed materially. 


Indeed producers see justification for 


a $2 advance on forward commitments, 


which will probably result in forcing in 
more business. 

Although the automobile industry is 
expanding more slowly than last year 
it is taking substantial tonnage, while 
the oil industry continues its heavy 
pipe demand and structural shapes are 
well sustained. Bars are somewhat 
more active than heretofore, but re- 
main the least conspicuous line. 

Mill operations are estimated at 


F about 88% of capacity with the Steel 


Corporation close to 90%. The an- 
nouncement of a decrease in unfilled 
orders in the latter company as of 
March first, although reflecting some 
(Please turn to page 1040) 








COMMODITIES* 


(See footnotes for Grades and 
Unit of Measure) 


Ts | 








7, Spot, c 
tucky, c. 


Ib; (18) 
per M. 





No, 2 red, New York $ 

; , $ per bushel; (8 
Ho. 2 Yellow, New York, $ per bushel; (8) 
at Chicago, e, per pound; (10) Top, 
eavies, Chicago, c. per lb.; (11) Rio, No. 


c. per Ib., 


ey Duty, c. per Ib.; (16) Refined, c. per 
»3 (17) Newsprint per carload roll, c. per 











F 1927. ~ 

High Low *Last 
Steel (1)...... $35.00 $33.00 4.00 
Pig Iron (2)... 18.50 17.50 18.00 
Copper (3) .... 0.18% 0.13% 0.18% 
Petroleum (4). 1.90 1.28 1.28 
ma (S) ...... Ss 1.83 1,83 
Cotton (6) .... 0.14% 0.12% 0.14% 
Wheat (7) .... 1.55 1.49% 1.49% 
OS ee 0.95% 0.88 0.8814 
Hogs (9) ..... 0.12% 0.11% 0.11% 
Steers (10) ... 0.10% 0.10% 0.10% 
Coffee (11) ... 0.15% 0.14% 0.15% 
Rubber (12) .. 0.40 0.38% 0.39% 
Wool (13) .... 0.45 0.45 45 
Tobacco (14) .. 0.12+ 0.12¢ 0.12+ 
Sugar (15) ... 0.05% 0.05 0.05 
Sugar (16) ... 0.06% 0.06% 0.06% 
Paper (17) ... 0.08%, 0.081% 0.08% 
Lumber (18) .. 21,15 19.65 19.65 

*March 14, 

tChange from '25 to ’26 crop. 

(1) Open hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic 
® per pound; (4) Mid-Continent, 36°, $ per 
bbl.; (5) Pittsburgh, mine run, $ per ton; 
(6) Spot, New York, c. per pound; (7) 















per lb.; (12) First Latex crepe, 
(13) Ohio, Delaine, unwashed, 
; (14) Medium Burleigh, Ken- 
per lb.; (15) Raw Cubas, 96° 









Yellow pine boards, f. 0. b. $ 








Spring Revival Developing 


Volume of Trade Increases Although Price Situation Is Still 
Mixed As Firming in Some Lines Is Offset by Declines in Others 



















THE TREND IN MAJOR INDUSTRIES 


STEEL—Interest in production schedules has given way to 
price consideration as levels show marked tendency to 
firmness. Producers have even ventured a $2 advance 
in forward commitments as buying becomes more confi- 
dent. Operations are close-to 88%. Pig iron is firmer. 

PETROLEUM.—Further cuts in crude prices characterize 
markets, as producers fail to curtail heavy output. Mid- 
continent prices are now about one-half the levels of last 
November. Refined products are also lower, with gaso- 
line off in both refinery and tank wagon price. Approach- 
ing season of heavy consumption, however, is expected 
to restrict further decline in the latter product. 

METALS—Although copper prices have made a gain of a full 
cent over the low point and are holding firm, they are re- 
strained from continued advance by large stocks. Pro- 
ducers’ curtailment did not reach expectations and March 
1st figures record a rise of 22 million lbs. Other metals 
in non-ferrous group are firm with slight trend upward. 

AUTOMOBILES—Price reductions still appear as reflections 
of keenness of competition. If drastic cut threatened by 
Ford materializes, it is likely to precipitate veritable price 
warfare among low priced models. Gains in both produc- 
tion and sale are reported, but heavy volume is needed 
under present smaller dimensions of profit margins. 

CHEMICALS—Alkalies and most heavy chemicals are in good 
demand at home and abroad but growing competition 
threatens present favorable price levels. Fertilizer sales 
are reported only about 60% of last year’s volume in 
South Atlantic states and while some improvement is 
anticipated total sales are bound to be below normal. 


COTTON—AMill takings continue heavy and export prospects 
have improved on recent survey which shows an aggre- 
gate decline of about 13% in crops of other countries. 
Consumption is estimated two million bales in excess of 


last year. 

TIRES—Reactions from period of high prices last year is tak- 
ing form in larger tire sales and leading companies are 
operating close to capacity. Although tire prices are now 
at low levels, manufacturers’ position is stronger in view 
of relative cheapness of crude rubber which gives little 
evidence of throwing off the restraint of large stocks. 

BUILDING—Although material costs have declined about 5% 
compared with a year ago, with building operations now 
close to last year’s levels it is doubtful whether decline 
will at this time proceed much further. Less is heard of 
over-building, but long range prospect still points in that 
direction. 

SUMMARY—While price situation still presents a rather 
mixed aspect, buying is generally more confident and 
business gives evidence of more stability. Profit margins 
are narrower and point to slightly reduced earnings de- 
spite improving volume. 
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|HE world moves at a fast pace today and 
our material and ethical standards are 
necessarily elastic. It is perhaps the pace, 
or perhaps the changing standards of 
value or perhaps both, that sometimes 
makes us wonder after all what is worth 
We are told that we should be thrifty—to 
Save our money for a rainy day. Not all of this 
advice is from disinterested sources, of course, for 
there are those who profit from the employment 
of the funds we have set aside. On the other hand 
we are told not to hoard our money but to spend it 
prudentiy that the wheels of national production 
might turn and prosperity be held to an even keel. 
But behind the Spend-Your-Money-But-Spend-It- 
Wisely Oracle we sometimes discern the voice of 
those who have something to sell. 

But in all the bustle and whirl of modern life; 
from the babble of inharmonious slogans; in the 
shadows of greed and gain; in the sunlight of art- 
less plodding, there is one simple, universal guide. 
What is worth while? Is the price of self-denial 
worth the reward of ultimate self-sustenance? 
Shall we do without certain pleasures and comforts 
today so that we may view the economic uncer- 
tainty of tomorrow with complacency? Shall we 
limit our capacity to enjoy life now to assure con- 
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What Is Worth While? 


tinuity of material comforts and happiness in the 
later years of life? When we turn to plotted charts 
to answer these questions we find many variables 
and few constants. At best we can generalize on 
declining earning power in old age and the neces 
sity for protecting our dependants. ' 

The choice is ours. We can indulge our whims 
of the moment; pay as we go; spend what we earn; 
live for today and hope for tomorrow. Or, we cal 
iron out the uncertainties of the future through a 
common sense, intelligently planned scheme of life 
for the present. The problem is—what is worth 
while? ; s 

When we turn to the question, in a philosophical 
frame of mind, we approach the solution of our 
problem. Here we think of our thrift, not merely 
as the setting aside of a certain sum of money that 
might be used to more pleasant immediate ad- 
vantage, but as an essential control over the ma- 
terial side of life. We weigh Financial Indepen- 
dence not at its monetary value, but at its worth 
to us in spiritual happiness and mental comfort. 
We are neither too harsh on the self-denial of the 
moment nor too laggard on the provision for the 
future. We command the respect of others and 
what is more the self-satisfaction of following % 
clear path to a worth while goal. 


THE MAGAZINE OF WALL STREET 




















in the 
charts 
‘jables 
ize on 
neces- 


vhims 
earn; 
e can 
ugh a 
f life 
vorth 


hical 
* our 
erely 
that 
ad- 
ma- 
pen- 
orth 
fort. 
' the 
' the 
and 
ig 8 


FET 














ee 
Estate Building 


Building Dour Future Income 


Estate Building 














——ae 
eo 


A Unique Method of Creating 
A $50,000 Estate For $20,000. 


Another Plan to Utilize Paid-Up Insurance in Estate Building 


SrrEET, an article appeared in the BYFI department 

titled, “Creating a $50,000 Estate With $20,000,” which 
aroused considerable interest among the readers of these 
columns. The article outlined a schedule of payments over 
a period of years which were turned into paid up insurance 
yalues with a portion of the estate supported by the income 
from a security investment fund. Of the numerous com- 
ments sent in by readers, some inquired concerning the use 
of a similar plan for participating insurance, the original 
article using non-participating rates as a net cost basis 
of calculation. One of our correspondents, Edmund R. 
Burry, of Des Moines, sends with his letter, the chart 
printed below, to graphically illustrate his plan of building 
up a $50,000 estate by employing accumulated dividends 
from a participating Ordinary Life Policy to purchase paid 
up insurance over a period of years. 

The figures, shown in round numbers, are based on the 
1926 dividend scale of the Equitable Life Insurance Com- 
pany of Iowa, one of the so-called Old Line companies 
whose rates should be representative. The plan in brief 
is this: At age 30 (as in the case of the previous article) 


[' the February 26th issue of THE MAGAZINE OF WALL 


Mr. Burry suggests the purchase of $49,000 Ordinary Life 
and $1,000 Ten Year Endowment, creating immediately a 
$50,000 insurance estate, including the endowment contract 
to increase the cash availability factor of the newly estab- 
lished “estate.” At age 43, with the matured endowment 
and the accumulated dividends on the Ordinary Life con- 
tract, an amount of $22,000 paid up insurance is acquired 
and the Ordinary Life is reduced to $28,000. Through this 
revision, the annual payments which ran at $1,200 for the 
first twelve years now drop to $640 and continue at this 
level until age 51. At this time, accumulated dividends are 
used to increase the paid up insurance in force to $38,000 
with a corresponding drop in the Ordinary Life coverage 
that again reduces the annual payments to $275. By the 
time that age 56 is reached, the accumulated dividends are 
adequate to pay up the entire insurance estate of $50,000. 

This plan, while an interesting alternative to the method 
explained in the February 26th issue, rests to a large extent 
on the present dividend scale and assumes that these divi- 
dends will continue at the current rate for the twenty-six 
years under consideration. The plan includes many fea- 
tures which, nevertheless, make it interesting and useful. 
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q, .. What Chance Has an ~« 
Average Man to Win 


Speculative Profits’ 


Some of our readers may wonder why the “study of 
chance”—a subject so remotely related to the more con- 
ventional income building problems—should appear in these 
columns. To this we answer that as long as men rely 
on such flimsy standards as tips, rumors, hunches, the 
so-called “inside information,” or perhaps even a blind guess 
as the basis for selecting securities either for investment 
or profit, it is enlightening to make a critical study of 
how, on the average, they are likely to fare. Luck plays no 
part in conservative investment; nor is it worth con- 
sidering in the application of scientific trading principles. 
The author’s studies, as published here, therefore, pertain 
solely to the blind, groping efforts of the uninformed 
speculator to gain a few points quick profit from margin 
trading. 
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Here one half gain $1,000 and the 
other half lose $1,000 on each one 
of ten transactions. 
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By E. GATEWOOD 


On the latter basis, the futility of “beating the marke:” 
on the law of chance is graphically shown. From a review 
of this interesting study, the importance of competent 
counsel for both investment and what might be terme 
semi-speculative commitments becomes even more. obvious. 
Investment success goes hand in hand with sound appraisal 
of intrinsic value and the timeliness of a commitment ty 
the trend of general business conditions, the mone 
situation and the major trends of the security markets, 

Editors Note 


OW many people ever judge the true value of a 
chance? The reckless autoist speeds in front of a 
train with the remark that there is “not one chance 
in a thousand” that he will be hit. But he fails to con- 
sider that, if he takes that chance one thousand times, the 
chances are against him. His exact chance of coming 
through alive become 999/1000 to the 1000th power. | 
will leave the curious reader to furnish the answer. 
Similarly the uninitiated stock trader who says en- 
thusiastically, “It’s a four to one chance for a cleanup,” 
often fails to consider that if he takes a second chance, 
and a third and a fourth,—which he is almost certain to 
do,—the chances are not four to one in his favor. Having 
always found the science of chance an interesting study, 
I worked out for myself a set of tables which tell me e- 
actly what the chance for loss or gain is under various 
methods of trading. 
In my tables I considered one thousand men, each begin- 
ning with $1,000 which he was willing to risk losing. | 











Table II 


Here one-half gain $200 and one- 
half loses $200 on each one of ten 
transactions. 
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Here 60 per cent gain $200 and 40 
per cent lose $200 on each one of 
ten transactions. 


Table III 
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traced these men until they had either lost the thousand, 
or had completed ten deals. In preparing the tables, I 
worked them out to a remote decimal, but am furnishing 
only whole numbers or at the most one decimal. The 
last line at the bottom of each table shows the number 
of men who have gone “broke” on each transaction. 

Since the reader may wish to prepare for himself other 
tables I will explain the method. Consider Number 3. In 
this table I assume that every man has a 6 to 10 chance of 
winning. On every deal 60% of the men will win and 40% 
will lose. I assume also arbitrarily that the gain or loss 
will always be $200. Of course in actual deals we could 
only say ‘hat the men take chances on which the average 
will be $200. 

At the end of one deal 600 men have $1,200, and 400 have 
$800. At the end of the second deal, of the 600, 360 have 
won and 240 have lost, while of the 400, 240 have gained 
and 160 have lost. Adding 240 losers of the 600, and 240 
winners of the 400, we have 480 who are back with their 
original $1,000. All of the ten deals are figured in the 
same manner. On the fifth deal 10 men have lost all of 
their $1,000. They drop out of the tables. 

Tables 1, 2, 5 and 6 show what happens to the man who 
is right half the time. Tables 3 and 4 show what happens 
to him if he is right six times out of ten. 

Consider table Number 1. The gain or loss is $1,000 on 
each deal. Half of the men go broke at the first try; 754 
are out in ten deals. Of the 246 who are not broke, one 
has $11,000. The table reveals that your chance of making 


As an advocate of conservative investment, based on the 
sound appraisal of intrinsic values, the BYFI Department offers 
its readers this interesting study of the “science of chance” as 
it applies to stock market transactions of the pure gamble va- 
Mr. Gatewood’s arithmetical calculations disclose the 
‘cold plain fact that Lady Luck is a poor star to hitch your 
wagon to it if you are seeking investment success. No amount 
of academic discussion, we feel sure, could establish the point 
so clearly as the tables published here. 
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ten successive deals without a loss is one in a thousand 
under the circumstances. 

It is interesting to note that the total capital of these 
246 who are not broke is one million dollars, which is the 
total original capital of the 1,000 men. The money has 
merely been distributed. In tables 3 and 4 the total capital 
increases since those with whom they are dealing are wrong 
60% of the time. 

Table Number 2 is for the man who is content with $200 
on a deal. 

Of course the men in Tables Number 1 and 2 have little 
to gain beyond the fond hope that they will stay among 
the lucky ones speculating. If the gamble is right not 


(Please turn to page 1033) 


















































































































































3 Showing 1,000 men who are “right” 
e half of the time, continuing to risk 
half their capital for ten transactions. 
1 2 3 4 5 6 7 8 9 10 
$42000, 1. 
28000. 2. 
19000. 3.9 2.9 
15000, 2.9 
14000. 1, 
13000. ’ 7.8 5.9 2.9 
10000. 5.9 
9000. 15.6 11.7 6.9 6.8 
7000. 7.8 5.9 
6600. $1.2 23.4 11.7 13.6 16.6 
5000, 7.8 5.9 5.9 
4000, 1 62.5 46.9 23,5 27.8 33,2 22.5 
3000. 125 98.8 46.9 54.7 58.6 44,9 47.9 
2000, 250 187.5 62.6 109.3 85.9 78.1 '76.2 69.3 
1500, 500 250 62,5 125.0 78.1 78.1 66.4 60.5 52.7 
1000. 1000 500 125 250.0 156.8 156.3 132.8 121.1 105.4 98.6 





500 250 62.5 125.0 78.1 78.1 66.4 60.5 52,7 
250 125.0 381.3 62.5 39.1 39.1 33.2 30.0 


Ti bl VI Here 1,000 men who are “right” 
a e a of the time, limit their risk to 


on each one of ten transactions. 
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$6000. 1 
5500, 2 
5000. 4. 10 
4500. 8 18 
4000. 16 31 48 
8500. $1 55 68 
3000. 62 93 105 107 
2500. 125 156 156 146 
2000. 250 250 219 188 161 
1500. 500 375 282 219 176 
1000. 1000 500 $13 219 164 129 

500. 500 250 156 109 82 





250 125 78 

















T Here 60 per cent gain $100 and 40 
able | \ per cent lose $100 on each one of 
‘2 ten transactions. 
ee ie ene oe ee ae ee, 10 
$20C0. : 6 
1900, : 10 
1£00, 16% 40 
700, 28 60% 
1600, a7 89% 121 
1500, 78 131 161% 
1400, 129 187 209 215 
1300, j 216 259 261 251 
1200. 360 $46 3iil 279 261 
“1100, = 600. 482 346 290% 251 
1000, _ 1000 480 346 276 232 201 
200. wes 400 288 230 194 167 
800, fi 160. 164 138 124 112 
— 200, 64 77 77 74%, 
£00, : 26 37 41 42 
500, 3 10 17 21% 
ae 4 8 10% 
. 1% 3% 
—_- % 1% 
100 = % 
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[ Last of a Series of Three Articles | 


Buying Coupons and Dividends 


A New Light on the Investment Problem of the Man Who Seeks 
Income Primarily—Preferred Stock and Bond Suggestions 


By STEPHEN VALIANT 
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HEN we seek 
income from our 
investments we 

naturally turn to 


Tt 


A Selected List of “Income Producers’ 


TONGUES NBEO eT NBN. come and safety more 


than the privilege of 
quickly converting for 
cash, you must select a 








securities. Other 
forms of investment, 
entirely suitable for 


Bonds 


security which is low 
in marketability and 
high in income and 





other purposes, fall 
short of the mark 
when the primary con- 
sideration is immediate 
return from the funds 
invested. Insurance, 
for example, while ex- 
cellent for protection 


Recent 
Description 


Hudson & Manhattan, Inc. 5s ’ 
Pressed Steel Car convt. 5s °33 
Republic Chile Ext. s. f. 6s 61 
Seaboard Air Line Ist 6s 45 
Schulco guar. 644s “B” 46 


88 
96 
93 
98 
99 


safety. Or, if your in- 
vestment requirements 
permit, you can reduce 
the factor of safety to 
something lower than 
the highest standazds 
to still further in- 
crease the amount of 





incume return. In 





and the avcumulation 
of cash values, pays no 
income. The so-called 
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Preferred Stocks 


other words, with three 
variables to consider, 





“dividends” paid by 
participating com pa- 
nies aré not dividends 
at all in the investment 
sense; they are really 
rebates allowed to the 
policy holder when the 
amount paid in 


Bush Terminal deb. 7% 
B. F. Goodrich 7% 
International Paper 7% 
Reid Ice Cream 7% 
Sinclair Cons. 8% 


one is able to adjust 
his investments to meet 
his needs when he se- 
lects security invest- 
ments. A savings bank 
investment, on the other 
hand, is too rigid to 
serve the purposes of 


Se Ys 











premiums proves to be 
excessive. 

Likewise, building and loan shares 
are an excellent medium for accumulat- 
ing capital for an estate or for old age 
income but these shares pay no current 
income. Theoretically, the earnings on 
the building and loan investment are 
available on demand (in most instances 
upon payment of a small penalty) but 
this privilege is offered to make the 
investment more palatable and neces- 
sarily must be withdrawn if too many 
members should elect to take advantage 
of it at the same time. Some of these 
associations pay out a portion of the 
earnings on the paid-up value of the 
shares. This is, however, a departure 
from traditicnal building and loan prin- 
ciples and those that use any such plan 
are very much in the minority. 

Savings banks accounts, the third of 
the major investment mediums, pay in- 
come regularly, if the depositor takes 
the initiative in withdrawing income 
when due. Otherwise, the rate of 
interest earned is credited to the ac- 
count. Here, moreover, the rate of 
return is so low that the savings bank 
account can not be looked to as a de- 
sirable medium for the major portion 
of the funds of the investor who re- 
quires an immediate income from his 
capital. For small sums, or amounts 
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for temporary employment, of course, 
the savings bank account is ideal, but 
for more general purpose, the factors 
of safety and convertibility for cash on 
demand cannot be divorced from the 
savings bank investment and they are 
obtained at the expense of the rate of 
income received. 

By this process of elimination, ‘we 
have securities as a most suitable medi- 
um for straight income purposes. Like 
the savings bank investment, securities 
have an inherent factor of safety as 
well as conversion for cash, or as the 
latter is usually termed “market- 
ability.” Such a wide field of selection 
is available among various types of 
securities, however, that one can obtain 
a maximum of income and a minimum 
of safety and marketability, depend- 
ing on his or her personal needs of the 
moment. 

Possibly, some inexperienced invest- 
ors do not realize that when they make 
an investment, they have the choice 
forced upon them, whether they know 
it or not and whether they desire it or 
not. When you pay $100 for a certain 
stock or bond, you get a number of 
things for your money; the three most 
important factors being income, safety 
and marketability. If you need in- 
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the investor who re- 
quires income in a 
larger measure than either safety or 
the availability of the investment. 

When selecting securities for im- 
mediate income, one does well to stick 
strictly to fixed income issues, or more 
specifically, to bonds and _ preferred 
stocks. Common stocks which have 
such stable earning power and so regu- 
lar a record of dividend payments as to 
qualify as income producers usually sell 
on such a price basis that they do not 
serve well for the investment purpose 
defined here. Potential advantages 
such as a future increase in the divi- 
dend rate or the more problematic con- 
sideration of enhancement in market 
price are indeed tempting, but, never- 
theless, should play a minor role in 
investment program that is constructed 
to produce income. Thus we have nar- 
rowed our field for selection down to 
preferred stocks and bonds with an im- 
plied qualification that worthy but 
medium grade types are likely to best 
serve our end in this field. 

The accompanying tables list a num- 
ber of preferred stocks and bonds that 
are well suited as a type for the invest- 
ment needs described in this article. 
They are all listed on the New York 
Stock Exchange but practically all are 

(Please turn to page 1041) 
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Insurance 
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Fund is a highly 

specialized use of 
Life Insurance, but one 
that is, nevertheless, a 
fitting employment for 
insurance coverage. In 
planning one, we will 
make several assump- 
tions, one being that if 
you are living you will 
be in a position to 
fnance out of your nor- 
mal income the earlier 
education of your child 
up to and through 
preparatory training for 
college. Thus, we take it 
that the fund you wish 
to build through life 
insurance is to be used 


Tt Educational 


to finance the boy (?) when he begins 


his university career. 


We would suggest that you consider 
insurance on your own life in the sum 
of $4,000, with the child as beneficiary, 
on the Endowment plan; $2,000 on the 
18 Year Endowment plan, and $2,000 
on the 20 Year Endowment. 
when the child nears the normal college 
entrance age of 18 one policy in the 
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bank 


Savings 
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THE FIRST $500 


accounts 
deposit of regular savings, to yield. .......... 
Shares of well managed Building’ & Loan Assn. 
e recommended on the monthly payment plan 
Endowment Insurance is a suitable medium for 
the investor and yields a return of............ 

aclede Gas Light Ist and ref. 5%s, 19538...... 104 


‘ NEXT $1,000 


fBaitimore & Ohio ref. 5s, 1995............e00. 

monwealth Power 6s, 
¥. WY. Steam’ Gorn, Gs, 108T. oo. 6 cess sccccssecss 
Western Pacific Ist 5s, 1046...........ccccce 
Available in $100 units. 
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Insurance to Accumulate a Sum for Education Costs 
By FLORENCE PROVOST CLARENDON 





Insurance Witor:- 


I- have followed your advices on insurance 
‘matters for many years and they certainly have been 
enlightening. I would like to trouble you for some 
advice on what may be called "Mucational Insurance", 
I am 38 years of age and want to take out insurance 
to assure the fund necessary to educate my infant 
child. What form of insurance would you advise 
for this purpose and how mach? Hsve you any figures 
on hand that will give us an idea about how much it 
costs to so four years to a university? How would 
you make it vayable and would you place it with 
a trust company or arranse some trust agreement 
with the insurance company itself? 


Yours very truly, 


E. S. S. 











sum of $2,000 will have matured and 
the funds ready for financing the first 
two years of his university career; two 
years later, the second Endowment 
policy will mature, to meet the second 
half of this higher-educational course. 
In this way the education of the child 
would be provided for even if your 
death should occur prior to the matur- 
ity of the Endowment policies. 


Thus, 


BYFI Makes a Suggestion 


to the Inexperienced Investor 


These investment recommendations are now a regular feature 

for the guidance of BYFI readers. With the original selection 

of each issue, safety of principal has been a foremost con- 

sideration. Each issue is watched continuously and will be 

replaced at any time that it may become unfit for retention. 

Such changes will, of course, be brought to the reader’s 
attention, if and when they occur. 








; | 
xi- Yield | ~ 
Apprexi- Yield | $5,000 FOR INVESTMENT 
Price Maturity | 
are recommended for | 
4 to 414% 
U, 8S. Rubber Ist 5s, 


5 to 6% 


3 to 344% 
5.20 a Fy 
% | THE NEXT $5,000 (a) 
Seaboard Air Line Ist Cons. 6s, 1945 
Nassau Electric 4s, 1951 
Western Maryland Ist 4s, 1952 
Brooklyn-Man. Tr. $6 Pfd 
International Paper $7 Pfd 
American Tel, & Tel. common 


4.85% 
5.55% 
5.50% 
5.08% 


ment in principal, 
*Recommended to hold at present. 





tAvailable in $500 units. 
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American Sugar Ref. 6s, 1937........... 


West Penn Electric $7 Pfd............. 
U. S. Smelting & Ref. $314 Pfd.*....... 
American Water Works & El. $7 Pfd.... 





(a) This group is selected with a view toward probable enhance- 


An Educational Fund from Insurance 


How a Reader Is Advised to Employ Endowment 


You do not mention 
the college in which 
you are tentatively 
planning to enter the 
boy—and tuition ex- 
penses and the  stu- 
dent’s maintenance 
vary appreciably in the 
different college cen- 
ters. One thousand dol- 
lars a year should see 
the student through 
and pay his expenses 
and a modest mode of 
living. If he proves to 
be a youth of quick in- 
itiative, it is quite pos- 
sible that he may be 
able to help pay his 
own way through col- 
lege. 

































The usual purpose in such funds is 
to supply a monthly income during 
each of the nine or ten college months 
of the year, extending over four years. 
With this end in view, it should be ar- 
ranged when applying for the life in- 
surance that the proceeds of the policy’ 
are to be payable as income in the man- 
ner then stipulated. 

(Please turn to page 1035) 


It would be well 


2 


Approxi- Yield 
to 

Maturity 
5.35% 
5.40% 
5.30% 
6.60% 
71.30% 
6.45% 


6.10% 
7.40% 
5.45% 
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Phillips Petroleum Corp. 





A Record of Consistent Growth 


Gratifying Increase in 1926 Earnings Foreshadows 
Further Increases— Market Outlook for Stock 


By L. 0. HOOPER 








' fact that out of a 
gross income of 57.8 
million in 1926 Phillips 
Petroleum saved 35 mil- 
lion for net before deduct- 
ing 13.6 million for de- 
preciation and depletion, 
President Frank Phillips 
in the recently published 
annual report says: “You 
will note... . that the 
ratio of net earnings to 
gross income is consider- 
ably higher than is re- 
ported by most oil compa- 
nies of similar size. This 
is because your company’s 
business consists largely 
of producing raw materi- 
als which are sold whole- 
sale. This class of busi- 
ness does not necessitate 
the large turnover of capi- 
tal... . incident to manu- 
facturing, transporting 
and marketing, which are 
reflected in the income 
statements of companies 
thus engaged.” 
Phillips is almost en- 
tirely a producer of crude 


C OMMENTING on the 


32. 


Heeenenen " neuen ue) ; ' - . . 
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(a) One share for each four at 30. 


TB On Ta | 


How a Stockholder Would Have Fared 


Bought 100 Phillips Petroleum at 1922 highest price of 59% 
costing $5,925.00. 
Dividend in 1922 (fourth quarter).... $ 50.00 
Dividend in 1923 


Cash value 150 rights in Jan., 1924 (a).. 
Cash value 150 rights in Aug., 1924 (b).. 
Dividend in 1925 (150 shares) 

Cash value 150 rights in Nov., 1925 (c).. 
Dividend in 1926 (150 shares) 

Dividend in 1927 (one quarter) 


Total dividends and rights received to 
Jan 1, 1927 


Current worth of 150 shares (at 56) 
Dividends and rights plus present worth... 
Appreciation plus dividends since purchase 


(b) One share for each four at 
(c) One share for each four at 40. Obviously profit on investment 
would have been larger had rights been executed instead of sold. 


or preferred stock out- 
Standing ahead of the 
common. 

Since 1918 Phillips has 
earned approximately 105 
million before deprecia- 
tion and depletion. All 
but about 19.5 million dol- 
lars of this, a sum less 
than earnings after all 
deductions in 1926, has 
been retained in the prop- 
‘erties. Although an exact 
computation cannot be 
made, a little figuring will 
show that probably more 
than 60% of the expan- 
sion since 1918 has been 
financed from earnings 
and less than 40% has 
been financed from sale 
of securities. Possibly, 
sometime the manage- 
ment will publish figures 
along these lines. By ex- 
panding to such a great 
extent from earnings, the 
value of the stock steadily 
has been enhanced. 


$2,162.50 
8,400.00 
10,562.50 
4,637.50 


Strong Property Situation 








oil and gasoline, which it 
sells to the larger refiners 
and larger distributors. It owns no 
refineries (except simple casinghead 
gasoline plants), and has no retail dis- 
tributing system of its own. The suc- 
cess of the company, amply pictured 
by the accompanying tabulations, ef- 
fectively refutes the popular theory 
that a large organization must be a 
complete-cycle company, owning pro- 
duction, refining facilities, transportion 
properties and distributing systems. 

The management has demonstrated 
its ability in all kinds of oil markets 
to pile up large earnings on a rapidly 
growing capitalization. Moreover, 
Phillips has operated, and still oper- 
ates, exclusively in the Mid-Continent 
field. All its properties, the most im- 
portant of which are in the Burbank 
and Panhandle pools, are located in six 
states. 

In less than ten years the company 
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has accomplished the following expan- 
sion: 


Properties, 1917, 16 leases, 1927, 
665,994 acres; total net assets (about), 
1917, 2 million, 1927, 150 million; pro- 
duction (about), 1917, 1,000 bbls. daily 
gross, 1927, 76,000 bbls. daily gross; 
shares issued, 1917, 75,000, 1927, 2,407,- 
082. 


This expansion, aside from the ac- 
quisition from time to time of a few 
relatively small privately owned com- 
panies, has been almost entirely from 
within; and, perhaps even more im- 
portant from a stockholder’s point of 
view, has been effected through the 
sale of capital stock and not except 
for short periods, by resort to bond 
financing. At the end of last year 
Phillips was borrowing only a little 
over 9 million dollars, and had no bonds 


Although earnings have 
been most gratifying, the 
1926 annual report hints that results 
so far achieved are but a_fore- 
taste of good things to come as 
reward for constant reinvestment of 
earnings. Mr. Phillips says: “Your 
company has been fortunate during the 
year (1926) in creating and acquiring 
large valuable situations. Procuring, 
developing and protecting extensive 
new properties and others already 
owned, required large capital expendi- 
tures. The policy of acquiring favor- 
able situations as they present them- 
selves has been continued and has made 
possible the satisfactory growth of the 
company. Values created this year, 
while not reflected in the financial 
statement, are greatly in excess of the 
amount expended, and we believe the 
results obtained will be as gratifying 
to the stockholders as they have beet 
to the management.” 
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Phillips Petroleum Growth 
Acres Producing Active Daily Average Production—, Casing- 
Controlled Properties Wells Crude Oil Gasoline head 
(Dec. 31) (Dec. 31) (Dec. 31) (Barrels) (Gallons) Plants 
HOD0 cancer 97,4167 ? 594f 5,158 6,835 3f 
ree * * * 7,683 13,752 
4922 wos: siniste 218,000 ” : 15,045 36,532 
| Ly arene 495,000 201 1,267 24,149 96,061 
1924... 200% 475,000 235 1,456 25,562 170,768 
1925 sisaanrstes 588,448 287 1,759 25,744 328,362 
NO26< 26sec 665,994 399 2,293 41,365 443,382 
y Figures not available. + Spring of 1920. 
Ee 





























This extract, without doubt, refers 
largely to the Panhandle field of Texas 
where Phillips already has a produc- 
tion of something over 34,000 barrels 
and where further properties have been 
acquired since the beginning of the 
new year. Last year about 600 wells 
were drilled of which 534 were pro- 
ducers, the percentage of dry holes be- 
ing much lower than for the industry 
as a whole. 

In considering probable 1927 results, 
it is important to note that the minor- 
ity interest in important Panhandle 
production recently has been reduced 
through purchase of some of the most 
valuable properties jointly owned by 
the company and Gibson Oil, and to 
observe that daily output at present is - 
substantially higher than the aver- 
age output for 1926. If conditions in 
the crude oil market become unfavor- 
able, the Phillips organization, with its 
very low present inventories, is in posi- 
tion to store cheap oil. Officials always 
have been able to secure adequate 
banking accommodations in times of 
stress, and at no time has the com- 
pany’s physical, financial and operat- 
ing position been more deserving, from 
a banking standpoint, than it is now. 

It is of at least academic interest 
that Phillips has the largest gross 
daily production of crude oil of any 
Mid-Continent independent, and that it 
is the largest producer of casinghead 
gasoline in the world. The gasoline 
business, although the present price 
level is not satisfactory, has been es- 
pecially profitable. 


Advantage in Merger Negotiations 


From time to time Wall Street hears 
rumors that Phillips will figure in a 
merger. Probably such a development 
is not close at hand; but if the direc- 
tors make any deal with a refining 
company, or with any other unit in 
the industry, stockholders may rest as- 


sured that the merger value of the 
company will be considerably greater 
than the present price of the stock. 


With its ever increasing earning power 


and constantly growing crude oil re- 
Serves the company has the bargaining 
advaniige; while so long as such con- 
servat'\ve operating policies are fol- 
lowed and such excellent banking ac- 
commodations are obtainable financial 
for M\RCH 26, 1997 





embarrassments, such as lead to under- 
valuations in mergers, are highly im- 
probable. This much may be said: the 
officials are not anxious to enter any 
consolidation unless more definite ad- 
vantages can be obtained than any 
thus far offered. The remarks of 
President Phillips, quoted in the first 
paragraph of this analysis, do not in- 
dicate any itching to acquire refining 
and distributing properties. 


More Liberal Dividends Possible 


The time is at hand, however, when 
stockholders may begin to look for 
more generous treatment in the matter 
of dividends. It already has _ been 
pointed out that out of some 105 mil- 
lion dollars earned during the past 
eight years less than 20 million has 
been paid out in dividends, and it also 
may be said that the total cash divi- 
dend payments since organization have 
been less than actual earnings after 
depreciation and depletion in the single 
year of 1926. Last year’s dividend 
payments, 7.2 million, were only about 
one-third of net earnings after all 
charges and only a little more than 
one-fifth of earnings before reserves. 
Phillips now is paying $3 a share 
against earnings of $8.89 a share after 
depletion, or $14.55 a share before de- 
pletion, last year. Obviously it is as 
well able to pay $4 as Marland Oil, for 
instance. Certainly it could pay $5 
or even $6 without being any less con- 


servative than some of the other big 
companies. Even if 1927, as it now 
appears, should prove to be a some- 
what more drab year for the petro- 
leum industry, the prospect for a larger 
distribution probably will not vanish. 


Good Management Secret of Success 


One cannot study this great corpora- 
tion and its rapid and solidly built ex- 
pansion without acquiring a profound 
admiration for its management. Suc- 
cess has not been due to chance or to 
the unexpected development of great 
resources, but rather to keeping ever- 
lastingly at the business of producing 
crude oil and casinghead gasoline with- 
out depleting underground reserves. 
The shares of other companies have 
had much more sensational market 
careers, but few, if any, oil stocks have . 
been more satisfactory issues to own 
over a period of years. The great re- 
sult of making earning power and 
potential earning power grow faster 
than capitalization has been gloriously 
attained. 

There has been a remarkable im- 
provement in the investment qualities 
of all the good independent oil shares 
in late years due to the concentration 
of the business in the hands of fewer, 
larger companies; but the risks inher- 
ent in the industry never can be en- 
tirely eliminated. Much still depends 
upon that frequently delicate equation 
which exists between supply and de- 
mand. Oil stocks, although perhaps 
not so much so as in the public mind, 
always must retain a speculative tinge. 

While it is well to remember this, 
even in the study of such an excellent 
company, Phillips Petroleum has proved 
its ability to operate profitably and ex- 
pand remarkably even under highly 
unfavorable conditions. There is no 
better way of judging how a manage- 
ment will behave in the future than by 
observing how it has demeaned itself 
in the past. If the next few years are 
featured by the same success which 
has come in the past two or three, 
Phillips Petroleum’s shares will com- 
mand more attention. At 650, the 
shares possess long-pull merit but may 
react somewhat in view of present un- 
certainty surrounding oils, as a whole. 














Earnings, Shares Issued and Range of Stock 











-—Earned Per Share—, Shares Range of Stock Dividends 
Before After Issued a Paid 
Depletion Depletion Dee. 31 High Low Per Share 
MOTO icelicex $ 6.77 Def. 255,000 88 58 None 
NOBUS $5 50585 9.44 $2.43 660,000 8944 26% t 
| OA Sae 5.98 Def. 660,000 34% - 16 $ .50 
Lio ee 13.20 6.57 696,935 59% 28% 1.50 
MOBS esi sess: 5.84 3.92 1,184,427 69% 19% 3.00* 
DOAN 2 siss'a-0 8.37 3.81 1,875,666 42% 2844 2.00 
BUM s 36si dss 8.82 5.12 2,407,082 474% 36% 2.00 
eee 14.55 8.89 2,407,082 5738 40 3.00 
"e Shares split up three for two, amounting to a 50% stock dividend. 
ft Paid 100% stock dividend. 
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you may be interested. 
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The Inquiry Department enables you to 
adapt THE MAGAZINE OF WALL STREET 
to your personal problems. 
yearly subscriber, you are entitled to re- 
ceive FREE OF CHARGE a reasonable 
number of PERSONAL REPLIES BY 
MAIL OR WIRE on any security in which 
Inquiries cannot 
be received or answered by telephone nor 
can personal interviews be granted by this 


SEE VOCE SECT IO R- 


is 
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ANSWERS TO INQUIRIES 


SUBSCRIBERS—ATTENTION 
department. 


If you are a 


subscribers of 
swered. 


The inquiries presented in 
each issue are only a few of the thousands 
currently received and replied to. 
use of this personal inquiry service in con- 
junction with your subscription to the 
Magazine should help you to get hundreds 
or thousands of dollars of value from your 
$7.50 subscription. 
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Inquiries from non- 
course cannot be an- 

















LORILLARD 


I have substantial holdings in Lorillard common 
stock, bought at much higher prices. I have long 
been a staunch believer in this company, but it has 
been making such a poor showing in the last year 
or two that I am beginning to feel somewhat 
uneasy. Can you tell me tf the company is 
achieving much success in the marketing of its 
new popular price cigarette? Also what are the 
prospects of an early restoration of cash payments 
on the common stock?—A. A. C., Newark, N. J. 


Some time ago, that is to say in the 
latter part of 1925, it appeared that 
P. Lorillard was in a fair way, toward 
rounding the corner and would be suc- 
cessful in redeveloping its former sub- 
stantial earning power. Unfortunately, 
this belief was not borne out by de- 
velopments last year. Net income of 
4.11 millions was equivalent to $2.58 a 
share on the 1,286,647 shares of com- 
mon stock of $25 par value, a consid- 
erable reduction from the 5.64 millions 
or $3.77 a share earned in 1925. Fur- 
ther, during the year, the company’s 
cash holdings were reduced by almost 
3 millions to 6.29 millions. Due to the 
company’s policy of substituting stock 
for cash dividend payments, its finan- 
cial position is not in danger of be- 
coming impaired, but on the basis of 
its current showing, the restoration of 
cash payments seems remote. While it 
is rather difficult at this stage of the 
game to estimate the outcome of the 
company’s venture into the field of 
manufacture of popular priced cigar- 
ettes, we view this development as con- 
structive, and believe that it will event- 
ually go far toward solving the prob- 
lems of the company. Lorillard has 
long suffered the lack of a cigarette 
priced to meet popular favor, and is 
now bending all its energies to the 
supplying of this deficiency. The com- 
pany is understood to have a compre- 
hensive advertising campaign sched- 
uled featuring the merits of its “Old 
Gold” cigarette. In view of these cir- 
cumstances, the long range outlook is 
more constructive than otherwise. 
However, until soraething noteworthy 





1 Be brief. 





Are You Sure of Your Broker? 


We invite correspondence from readers desirous of ascertaining 
the status of brokers with whom they intend to do business. 
make no charge for this service, as we recognize the importance 
of having our readers deal through reliable firms. 


Subscribers wishing to avail themselves of the privilege of the 
Inquiry Department should be guided by the following: 


2 Confine requests for an opinion to three securities. 
3 Write name and address plainly. 


We 








of a favorable nature develops we 
prefer to make recommendations else- 
where. 


AMERICAN WOOLEN 


I feel very much discouraged in regard to my 
stockholdings in American Woolen preferred. I 
have 100 shares, purchased in 1924 at 101 a share. 
I have always received my dividends, but the 
stock has almost always been considerably below 
my purchase price, and now sells on such a high 
yield basis that I am worried for fear the divi- 
dends will be passed. Do you think I have 
reason for. uneasiness? What would you advise 
me to do in regard to my Icldings?—W. E. C., 
Cleveland, Ohio. 

The very poor showing of American 
Woolen last year occasioned consider- 
able surprise in circles not close to the 
management. On the basis of nine 
months’ results, it appeared that the 
company was in a fair way toward 
rounding the corner. Actually, Woolen 
reported a net loss of 4.22 millions 
after charges, taxes and depreciation. 
After the payment of preferred divi- 
dends, a deficit in the amount of 7.72 
millions was incurred, comparing with 
a deficit of 2.55 millions in the previ- 
ous year. Some improvement in the 
company’s financial position was noted, 
cash rising from 5.87 millions to 6.90 
millions, while bank loans were re- 
duced from 11.87 millions to 6.15 mil- 
lions. However, this does not go very 


far toward offsetting the otherwise poor 
showing of the company. It is very 
apparent that under existing trade con- 
ditions, the company is not permitted 
a satisfactory margin of profit. Ameri- 
can Woolen is in a strong financial con- 
dition, which enables it to pay current 
dividends, but it is obvious that it can- 
not go on losing money indefinitely. 
We are not confident that the present 
dividend on the preferred stock rests 
on a very solid foundation. We are 
loath to advise acceptance of your loss 
but circumstances leave no other course 
open to you. 


HUDSON MOTORS 


What are the latest developments in the “ dson 
Motor situation? I notice that this sto ck has 
advanced quite sharply in the recent past, and 
seems destined to higher prices.. I hear very nice 
thing rs about Hudson, but all this is more or less 
gosstp and I do not know how much faith to place 
in these reports. I am one of those unfortunates 
who purchased Hudson early in 1925 and carried 
it up to 139 and back again. I do not intend to 
miss an opportunity this time if one is opened. 
What would you advise me to do in respect to 
ny holdings?—G. F. B., Seattle, Wash. 


As the result of operations in the 
thirteen months ended December 31, 
1926, Hudson Motors reported net in- 
come of 5.37 millions, equal after de- 
preciation, Federal taxes and other 
deductions to $3.86 a share earned on 

(Please turn to page 1026) 


When Quick Service Is Required, Send Us a Prepaid 
Telegram and Instruct Us to Reply Collect 
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Are your investments satis- 
factory? Safe?.... productive? 
This advertisement points out 
some significant facts over- 
looked 9 times in 10, that show 
what can be achieved through 
the proper use of capital. 


Most people with money to 
invest either buy sound bonds 
and “‘forget about them,”’ 
thinking they are safe (which 
they may be at the time of pur- 
chase, but do not by any means 
always continue to be). Or, they 
are tempted by the fascinating 
lure of “‘something for noth- 
ing’’ and proceed to speculate. 
How successful they are in the 
latter instance is shown by the 
statement of an important bro- 
ker that such accounts usually 
“last about three years.”’ 
Think of it... . only three 
years to exhaust the average 
investor's entire capital! 


What results.... with guided 
investment control? 


In contrast to this, consider 
what you can accomplish if 
you steadily build up your 
principal at a rate of return 
that our experience has proved 
to be normal and easily pos- 
sible... . under guided invest- 
ment control. Money at 10% 
doubles in less than 8 years, at 
15% in less than 5 years, at 20% 
in less than 4 years! 





=— 





| LARGER INCOME for you.... 
more PERMANENT safety for 


There is a way to secure such 
satisfactory returns; through 
investment growth and action. 
Brookmire’s for years has stud- 
ied and developed this all- 
absorbing subject in its service 
to thousands of clients. It has 
a fund of data, a background of 
knowledge, a group of out- 
standing economists 
every facility necessary to as- 
sure investment success . . 

and all this is at your disposal. 


A Few Facts 

Last year (1926) some 70 stocks 
were recommended. At recent 
prices the net gain was 765 
points! Bond recommendations 
similarly were successful. Dur- 
ing the 9 years ending in 1925, 
a client kept a record showing 
an annual average return of 
26%. A letter just received 
from another says: 


“We have just finished our past 
accounts and have discovered 


YOUR FUNDS 





with you it would have been 
$300. more.”’ 


Opportunities are present 
now — today 


Now—if you have investment 
capital and ambition for the 
future, write to this organiza- 
tion today for facts about the 
Service that has made possible 
the individual records of 
achievement referred to above. 
Those people were not stu- 
dents of finance, nor able even 
to spare much time for their 
investment problems. Quick 
enough to graspthe tremendous 
advantage of authoritative, 
professional advice... . fre- 
quently received, brief, clearly 
written . . .,. accurate, they 
investigated after reading just 
such an advertisement as this. 
.... There is a real opportun- 
ity awaiting you, too. The cou- 
pon is for your convenience. 
Send it—today. 





that onthe $2,428.25 
we invested on the 
advice of your ser- 
vice on the 24th of 
April, 1926, we have 
up until February 
24th, 1927madea net 
increase of $833.02, 
a little less than 
3344% gain in ten 
months. Had we 
kept in closer touch 


— 


Gentlemen: 

Please send me free—details of your investment 
program—information on investment growth and 
action—and a description of your organization. 


Name 


BROOKM 


ECONOMIC SERVICE, Inc. 
570 Seventh Avenue, New York 
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AMERICA’S 


best Vacation Land 


Yachting in Se- 
A attle harbor. 


(Left), Landing 
a 40-pound sal- 
mon on Puget 
Sound is a “‘he- 
man’s job."’ 


EATTLE, City of Youth 

and Romance—product of 
Nature’s prodigality and 
America’s initiative — where 
members of the original party 
of 21 white settlers, now 
glory in a world city reaching 
toward the half million mark, 
gateway to the Orient, Alaska 
and Hawaii. 


Make Seattle your 1927 vacation head- 
quarters—sally forth to new experiences 
every day—glorious Rainier, with 28 
glaciers: Mount Baker; alpine lakes like 
Crescent and Chelan; the Olympic Penin- 
sula wonderland; 2,000 miles of shore- 
line on Puget Sound; San Juan Archipel- 
ago. These merely indicate what this 
playground offers. 


Combine business and rec- 
reation and get first hand in- 
formation on WHAT is back 
of Seattle and the Pacific 
Northwest. Determine WHY 
millions of Eastern capital are 
being invested in Seattle prop- 
erty and industrial plants. 


PACIFIC COAST EMPIRE TOUR 
Washington — Oregon — California 

To make your vacation complete, 
come West over one of four northern 
trans-continental lines. See Seattle, 
‘pokane, Tacoma, Portland; then by 
rail or water to Oakland, San Fran- 
cisco, Les Angeles, San Diego. Or 
reverse the route and come north b 
train or steamship to Seattle. 
about trips to Alaska and Hawaii. 


Special low round-trip summer ex- 
cursion fares on sale daily, May 15 
to Sept. 30; return limit Oct. 31; 
stopovers at will. 


Start planning today. Write Room 110, 
Chamber of Commerce, Seattle, Washing- 
ton, for 36-page illustrated (free) booklet 
—* of Seattle and “The Charmed 

nd. 


Seattle 


Metropolis of 
The Pacific Northwest 




















THE TRUTH ABOUT RAILROAD VALUATIONS 


(Continued from page 988) 





———— 





commission attempt to expedite recap- 
ture through short cut methods of 
valuation, its report on the O’Fallon 
not being “final.” 


Asset Values to the Fore 


Although interest in railroad valua- 
tion has so far centered mainly on the 
phases that have to do with probable 

, earning power and recapture, particu- 
larly in the case of individual compa- 
nies, it is inescapable that the matter 
be sooner or later related to asset 
values. The belief that this side of 
the question may soon be brought ac- 
tively to the fore, is confirmed by the 
recently stated reluctance by the man- 
agement of one of the largest and 
strongest road to consider capitaliza- 
tion of its large surplus until the ques- 
tion of whether its book values would 
be confirmed in its valuation, had been 
finally determined. 

In the tables that accompany this 
article there is given the salient data 
in regard to all the more important 
roads on which final valuations have 
been served and for a fairly diverse 
and representative list of roads that 
have received tentative valuations. In 
comparing the valuation results with 
the book figures of the carriers a num- 
ber of adjustments are obviously re- 
quired. Thus working capital is not 
comparable and the amount allowed by 
the commission should be deducted 
from its “final value.” 

On the other hand, non-carrier land 
should be added thereto as it is gen- 
erally included in the carrier’s road 
and equipment accounts, although occa- 
sionally carried in part as miscellane- 
ous physical property, not as a rule a 
large item. 

The result offers and affords a quite 
proper comparison with the carrier’s 
road and equipment account plus im- 
provements on earned railway prop- 
erty, but less reserve for accrued de- 
preciation, as the “final valuation” 
computes depreciation. To be quite ac- 
curate, of course, the valuations, which 
are of dates generally between 1914 
and 1919, should be brought up to date 
by allowance of subsequent additions 
and retirements of property. 

However, inasmuch as the carriers’ 
subsequent accounting has been con- 
ducted under I. C. C. regulations it 
should not vary substantially from the 
results which will be obtained through 
its Order No. 3, which polices these 
additions so that the primary valua- 
tions may eventually be brought down 
to date. With the major questions of 
value still undetermined a close enough 
check on present book values should be 
afforded in a comparison of the com- 
mission’s figures and of the carriers’ 
figures as of the valuation date. 

In the case of the larger systems, the 


inquiry becomes a good deal more in. 
volved, requiring not only comparison 
of the valuations of subsidiaries with 
book values, but also with the invest. 
ment account of the parent company, 
frequently impossible of satisfactory 
accomplishment. The larger task has 
not been essayed in the accompanying 
statistics with the exception of the 
Kansas City Southern, for which as a 
matter of interest, the system figures 
are given as well. 

In checking asset worth only the 
valuation of owned property obviously 
applies. Thus there is frequently a 
large variation from the more familiar 
orders of the commission which are for 
rate. making and recapture purposes 
and thus relate to “used” property. 


Carriers’ Contentions 


Lacking a test case on railroad valu- 
ation there is too much left open to 
question to lend much present worth 
to the existing valuations. Once a 
comprehensive decision has been ren- 
dered, however, it will be capable of 
fairly general application, as in a rela- 
tive sense. The various roads all start 
from scratch; that is the commission 
has adopted more or less uniform prin- 
ciples and particularly prices in arriv- 
ing at its findings. 

The final outcome in respect to these 
can only be estimated in the light of 
the best collateral decisions of the Sv- 
preme Court in the case of other pub- 
lic utility corporations. The opinion 
which is generally regarded to more 
fully enunciate the thought of the 
Court in these matters and on which 
the carriers place greatest reliance is 
that recently handed down in the In- 
dianapolis Water Company case. The 
decision is exceedingly important, not 
only because of its comprehensiveness 
in dealing with the various elements of 
rate making and valuation, but also 
because it appears to focus into a few 
single working rules many of the 
earlier and more diverse principles laid 
down by the Court. 

It would seem, moreover, to uphold 
the major contentions of the carriers; 
that valuation be based upon present 
reproduction costs, that depreciation 
be based upon actual appraisal, and 
that an adequate allowance for going 
concern value be included. Guided by 
this and similar decrees it might not 
be far out of the way to assume that 
the valuation placed on the carriers 
will in the end approximate reproduc- 
tion new plus the difference between 
1914 and present day costs. 

On this basis very few roads would 
find their book values seriously %m- 
paired; on the other hand, these prop- 
erties which stand up under the 1914 
basis should witness a substantial ap- 
preciation to present book values. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Ability springs from a background 
of resources. The lawyer meets the 


' issue by drawing on his store of 


knowledge and experience; the ath- 
lete by; calling on his muscular re- 
serve. 


Industrial institutions produce by 
the same general principle, their 
special ability gauged in a measure 
by the length and breath of their 
experience, and the wealth of know- 
ledge experience has bestowed. 


Continental Motors, its history co- 
incident with the growth of the auto- 
motive industry, its output the largest 
in point of total units and variety of 
designs, its equipment the most exten- 
sive in its line, amply qualifies under 
the accepted rules of resources. 


But the greatest measure of Con- 
tinental resources is not to be found 
by any physical yard-stick, but by a 
correct appreciation of the mastery 
it maintains over the profound 


principles of internal combustion 
engineering. 


Only a fraction of the whole truth 
has ever been told, or is even known. 
Continental has been a discoverer— 
a trail blazer. Many have followed 
and capitalized on Continental in- 
genuity. 


Today Continental possesses the 
greatest store of knowledge based on 
experience that exists in the internal 
combustion engineering world. It is 
the result of several hundred distinct 
motor designs and a total factory 
output of more than 2,750,000 motors. 


Among Continental’s tangible re- 
sources are two gigantic producing 
plants, a tremendous organization in 
man power, ideal mechanical equip- 
ment, high skill in precision processes, 
quantity production layout and many 
other important assets. But the great- 
est of all Continental resources is 


Continental ability. 


CONTINENTAL MOTORS CORPORATION 


Offices: Detroit, Mich., U. S. A. 


Factories: Detroit and Muskegon 


The Largest Exclusive Motor Manufacturer in the World 
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Profit 
Possibilities 
of 
Chain Store 


Securities 
Interesting Booklet Free 


Those investors who during 
the past few years have 
bought well selected chain 
store stocks have in many 
instances realized a profit of 


from 500 to 1000%. 


Our Statistical Department has 
prepared the first complete manual 
that we know of describing the 
securities of the leading chain 
store companies. The data pre- 
sented covers a brief history of 
each company’s operations, a sum- 
mary of its financial condition, 
number of stores in operation, to- 
gether with a record of the in- 
vestment position of each com- 
pany’s securities. The companies 
described include the following: 


American Stores 
Childs Company 
Jewel Tea Co. 

S. S. Kresge Co. 

S. H. Kress & Co. 
Kroger Grocery Co. 
McCrory Stores 
National Tea Co. 
Owl Drug Co. 
Schulte Stores 


John R. Thompson Co. | 
United Cigar Stores 
United Drug Co. 
Waldorf System 
Walgreen Co. 

F. W. Woolworth Co. 


If you are interested in the profit 
possibilities of chain store securi- 
ties, write for this Manual of 
Chain Store Securities. 


F. A. Brewer & Co. 
Members Chicago Stock Exchange 
208 South La Salle Street 
Chicago, Illino's 
Gentlemen: Without obligation, please 


furnish me copy of the Manual of Chain 
Store Securities. 














LOWER PRICE LEVELS BRING- 
ING ABOUT PROFOUND ECON- 
OMIC CHANGES 


(Continued from page 978) 








average cost of money in the London 
market ‘was 3.56% and in 1895, 0.81%; 
the bank rate was 3.75% in 1874 and 
2.00% in 1895. In Paris, on the other 
hand, the open market rate for money 
declined from 3.75% to 1.63% and the 
bank rate from 4.30% to 2.09%. 

In any case the income from money 
was one-half as much at the end of the 
period as at the beginning. The effect 
of this on bond prices was, of course, 
bullish. A 3% bond selling at $1,000 
in 1874 could have sold for near $2,000 
in 1895, were it not for the considera- 
tion of maturity date. Naturally the 
fixed limit to bonds, that is the near- 
ness of their repayment date, puts a 
limit on the rise in prices, as does also 
the call feature. Subject to these two 
influences the effect of lower commod- 
ity prices is always to stimulate a sup- 
ply of money far in excess of any pos- 
sibility of its profitable use. In fact, 
in 1895 money was lending in London 
at nearly zero. That is to say, there 
was no profitable employment of capi- 
tal left. This situation, however, took 
place in a depression. British trade 
was at pretty much a standstill from 
1884 to 1906. Hence stocks went down 
markedly and bonds were bid up to 
their high point. The same was true 
of mortgages. 

It might be expected that stocks 


would move in a direction opposite to’ 


that of bonds throughout the period. 
However, investment stocks, the earn- 
ing power of whose companies were 
well sustained, moved similarly to 
bonds. Speculative stocks, on the other 
hand, were at a great discount, since it 
is upon rising prices that mushroom 
hopes fled. It must not be forgotten 
that in these periods the tendency of 
sounder companies is to finance by way 
of senior securities, since the interest 
rates are low. This saving, in large 
measure, offsets any losses due to a 
lowering price level. 


Real Estate and In real estate 


Insurance values, the ten- 
dency in the 


United States 
has always differed from that in Eu- 
rope. In the United States the in- 
creases in land values, even during the 
time that commodity prices were tum- 
bling, led to the formulation of the 
Single Tax theory of Henry George. 
He noted with alarm that a larger pro- 
portion than ever of the national divi- 
dend was absorbed by rent. From this 
he deduced that the progress of indus- 
trial society would be choked by the 
exorbitant amount paid for the use of 
land. In Europe, on the other hand, 
rents showed a slightly declining ten- 
dency, except in the large metropolitan 


areas, which experienced an almost 
American rate of growth. As a rule, 
crash in real estate values precedes g 
period of declining prices, so that the 
larger part of the loss in rents has 
been absorbed by the transitional] 
riod. It can be predicted safely, there. 
fore, that the present shrinkage in reg 
estate values, so notable in many in. 
portant cities should attain its mayi. 
mum importance in the near future 
and thereafter be less. 

The farmer, on the other hand, may 
witness a continued shrinkage in land 
values. With the mortgage remaining 
static, and the equity shrinking, there 
is a serious possibility of distress here, 

Life insurance companies have shown 
an increasingly strong position in the 
past few years. The larger part of 
their investments are in bonds and ur- 
ban mortgages. Obviously there is no 
danger, but rather added profits there- 
in, due to the inevitable upward ten- 
dency of these fixed investments. 


Business Stability Panics have 
broken out 


Under Lower ; 
zi after periods 
Prices of rising 
prices, and 
also. after periods of falling prices, 
The panics of 1857, 1873 and 1907 are 
types of those that followed price in- 
flation, that of 1898 of one that fol- 
lowed long drawn out price declines. 
On the whole it has cost the community 
more to support speculation on future 
higher prices than to support the losses 
due to a long period of price declines. 
For this reason it is to be hoped that 
after the initial congestion due to fall- 
ing prices, the loss of the speculative 
appetite in business men will produce 
a more stable economic situation. 

In fact, even in 1893, land and rail- 
road speculation in the Western states, 
was a disorganizing factor rather than 
the reduction in commodity prices. Eu- 
rope was more seriously affected by its 
speculative losses in the newer coun- 
tries, such as Argentina, than in trade 
dullness at home. In lieu of stabilized 
prices—an impossible ideal in a dy- 
namic world—a slow decline in prices 
is about as near a healthy situation 
as can be wished for. By eliminating 
the pure speculator, the shoestring 
trader, the stock gambler, and by sub- 
stituting closely calculated production 
costs, ample capital at cheap rates ob- 
tained on a sound basis, and long-term 
commitments in bonds and investment 
stocks, it creates perhaps a duller but 
healthier financial state. 








We will be glad to recommend to 
you a reliable Building & Loan Asso- 
ciation in any part of the United 
States. This service is gratis as we 
recognize the importance of having 
our readers deal with reliable asso- 


ciations. 














Making Profits in This Market 


Our subscribers to The Investment and Busi- 
ness Forecast of The Magazine of Wall 
Street are making money from our advices. 


Each week our subscribers are advised what new market commitments to make, what hold- 
ings to close out. The trading advices cover a range of from 6 to 12 stocks at a time. 
The maximum number of common stocks inthe Bargain Indicator is 30. Each stock is 
carried in the table week after week with a recommendation indicating whether it is still in 
a buying position—should be held or sold. 


Here are some of the profits taken by our subscribers in the past six weeks:— 








Points Points 
Columbia Gas & Elec. Pf.... 5 Kennecott Copper 


“-_ Montana Power 
Norfolk & Western 


Peoples Gas Lt. & Coke 
St. Louis & San Francisco, Pf..11 
Wabash “A” Pf 1 


THE ONLY LOSS that has been taken on our recommendations this year was in New York, 
Ontario & Western on which we estimate an average loss of one-half of one point per 
share. In addition to the active profits of 120 points with losses of 514 points taken since 


: aa Jan. 1, the open position of the Bargain Lndicator and of the Special Supplementary Trad- 

ak ing Advices on March 15 showed paper profits of 120 points with paper losses totaling but 

sing 11 points, a net of 109 points profit on the basis of one share of each stock carried. 

Bess Can you afford to do without a service which guides you in making the kind of investments 

7 are that yield substantial profits as well as excellent income? We are in a market phase that 

oe demands the keenest judgment, the most critical analysis in the selection of securities, yet 

ined it is a market that will present many opportunities for profits along just the lines in which 

unity our experts specialize. 

wi Here Is the Service 

lines, Service Report Unusual Opportunities 

that 1—An 8-page service report issued regularly every Tues- 5.—One or two recommendations each week of high grade 
day, with occasional special issues covering important securities with ee for market profit. We tell 

fall- changes in the trading position—sent by air mail if you when to se 

ative desired. Bonds 


duce 


rail- 


Colorgraphs 
2—The Magazine of Wall Street colorgraphs of Business, 
Money, Credit and Securities. 


6.—Tables of standard bonds for income only, and also for 
income and market profit. 
Trend of Leading industries 
7.—A thorough survey of the various fields of industry and 


ates, Special Trading Advices finance. ean we tate wi 

than —— —, ——. a a o—_ se 8.—Prompt replies ms pet outta oe reasonable num- 
Ev- ee "ber of listed securities—or the standing of your broker. 
y its Bargain Indicator : A Special Wire or Letter 

oun- 4—Dividend paying preferred and common stocks for in- 9.—A special wire or letter when any important change is 
aera come and profit, also in continuing tables. foreseen in the trading position. 

lized 3 ‘ ‘ ‘ ‘ 

re We are helping others to make money and the present is a particularly advantageous time 
Pol for you to join us. Mail your remittance today for $75 for a special six months’ test sub- 
tien scription and we will: 

ting 

ring (a) send you The Investment and Business Forecast regular and special issues for 


six months. 

(b) analyze your present investment or trading position and tell you what to do with 
each security you own: 

(c) telegraph you at once (if you wish to take a trading position immediately) what 
stocks are in the best position to buy or sell at the time the wire is dispatched to you: 

(d) compile for you a special individual r. dation covering six stocks and 
advise you by personal letter when to close them out. 


sub- 





pesesseeeee= SPECIAL SIX MONTHS’ TRIAL COUPON ==<==s2eenee0 


INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 42 Broadway, New York City. 


I enclose check for $75 to cover my test subscription to The Investment 
Weekly and Business Forecast for the next six months. 


Wire 
Service 
Wanted? 
0 Yes 


ONo COWire me collect upon receipt of this, what 
March 26 trading position to take, eight stocks. 


The Investment and 
Business Forecast is the 
only service conducted 
by or affiliated in any 
way with The Maga- 
zme of Wall Street. 
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Tri- Weekly 
Stock Letter 


contains pertinent 
short market com- 
ment on active securi- 
ties and possible 
future market move- 
ments. 


Mailed free on request 
Ask for M.W. 282 


Curb Securities Bought or Sold for Cash 


John Muir & Co. 


Members 
New York Stock Exchange 
New York Cotton Exchange 


Associate Members 
New York Curb Market 


61 Broadway New York 























We Recommend for 


Investment: 


Missouri Pacific R. R. 
Ist & Ref. 5s, 1977 


Market Yielding 5.00% 


Chicago& North WesternRy. 
Ist & Ref. 44¢8, 2037 


Market Yielding 4.65% 


These bonds are secured by 
first lien on important mileage. 
There is a large equity back 
of them. Descriptive circu- 
lars will E- . at upon request. 


GOODBODY & Co. 


Members New York and Philadelphia 
Stock Exchanges and New York 
Curb Market 


115 Broadway 350 Madison Ave. 
NEW YORK 


BRANCH OFFICE 
1605 Walnut St., Philadelphia, Pa. 














New York Stock Exchange 


Atchison 

Do. Pfd. 
Atlantic Coast Line 
—e ” Ohio 


= 
Canadian Pacific 
Chesapeake & Ohio 


Do. Pid. 
Chi. & Northwestern 
Chicago, R. I. & Pacific 

Do. 7% Pfd. 

Do. 6% Pfda. 
Delaware & Hudson 


Great Northern Pfd. 
Hudson & Manhattan 
Illinois Central 
Interboro Rap. Transit 
Kansas City Southern 
Do. P 
Lehigh Valley 
Louisville & Nashville.. 
Mo., Kansas & Texas.. 
Pfd. 


Do. 
Missouri Pacific 
Do. Pfd. 


N. Y. Central 

N. Y., Chi. & St. Louis 
N. Y., N. H. & Hartford 
N. Y., Ontario & W 


Norfolk & Western ......... : 


Northern Pacific 
Pennsylvania 

Pero Marquette 
Pittsburgh & W. Va 


8t, Louis-San Fran. 
St. Louis Southwestern 
Seaboard Air Line 

Do. Pfd. 
Southern Pacific 
Southern Railway 

Do. Pfd. 
Texas & Pacific 
Union Pacific 


Western Maryland 
Do. 2nd Pfd. 
— _— 


Adams Express 
Ajax Rubber 
— = 


0. 


Do. 
Am. ‘Beet Sugar 
Am. Bosch Magneto 


Am. International 
Am, Linseed Pfd. 
Am. Locomotive 
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é Founded 1865 
INDUSTRIALS—Continued 
* Bie NEW Y BOSTON 
le § Per 17 Wall St 115 Devonshire St. 
27 Bare Branch Offices 
Pre-War War Post-War NEW YOR BOSTON 
m4 Period Period Period = E. _ St. 216 Berkeley St. 
me 6 ——_ SOOO 1927 Last Div’d : PROVIDENCE 
% 10 1909-1913 1914-1918 1919-1926 —“— __ Bale $ Per 5 Soe Be. 10 Weybosset St. 
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hi sotto ‘Refiaing Foreign Exchange 


Austin Nichols 
Do, Pfd 


Letters of Credit 
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Pfd. 

anaes gta Electric 
* Brooklyn Union Gas 

: "bo. B ee Investment Circular 
7 Butte & Superior on request 
: California Packing 

8 California Petroleum 
e Central Leather 

a Do, Pfd. 
‘2 Certo de Pasco Copper 
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BARING BROTHERS & CO., LTD. 


LONDON 
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Chrysler Corp, ...-.eeeeeeees 
PS. cctebbvcsesetsovees 
Colorado Fuel & Iron ........ 66% 
Columbia Gas & Elec. ........ re Ss 64% 
Congoleum-Nairn ..........+. ar oe ee 
Consolidated Cigar .......... a se sa ais 
Consolidated Gas ..........-. 114% *150% *112% 
Continental Can ............ we oo, See. , 93TH 
Corn Products Refining ...... ™% 50% 7 
DR eh cshissish se sice ais 61 118% 68% 
OO SS Geer rrr re 6% 109% 12% 
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ws Our recent 


Cuban-American eee 
booklet 
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Cuyamel Fruit 
Davison Chemical 

Dupont de Nemours uN as oo 

Eastman Kodak . *No Sales 

Electric Storage Battery *641, *42 

Endicott-Johnson os ee 
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How Securities 
are bought and 
sold on the N.Y. 


Stock Exchange 


Do. 

r Fisk Rubber 
Do, Ist Pfd, 

ee Fleischmann Co, 
Foundation Co. 
Freeport-Texas 

General Asphalt 

General Cigar 

General Electric 

General Motors 

Do. 7% Pfd. 





will be of spe- 
cial interest 
to you 


PM rj > Se. ; Se 
we, EMor Efd, occ ccp esos. 
Granby Consolidated ........ 
Great Northerr eer ry 
Gulf States Steel ............. 
Hayes Wheel 

Houston Oil 


> wane: o 


SEND FOR COPY 


te er, Business Mach os. 
+ Combustion Eng. ...... 
. Harvester 
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Fenner & Beane 


Members New York Stock Exchange 
and other principal exchanges 


Lime heel rtive ; ‘a ne 69 60 Beaver St. — New York 


w’s, Inc, 
loft, Inc, 
Lorillard (P.) 
Mack Trucks 
Magma Copper ....... * ‘s + = 
Mallinson & Co. ecsats “3 * : 
Maracaibo Oil Explor ... 

tland Oil 


Fenner & Beane Bldg.— New Orleans 


ie 6 — % As 
*215% *150 289% “Ue = Private wires to New Orleans, Chicago 
and principal points throughout South 
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In the . 
Market Letter 
this Week 


Observations on 


International Telephone & 
Telegraph Corporation 


Abitibi Power & Paper Co. Ltd. 


SENT ON REQUEST 
ASK FOR 319—4 


LISTED BONDS AND STOCKS 
bought and sold for cash, or 
carried on conservative margin. 


McClave & Co. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 


67 Exchange Place 
New York 


Telephone, Hanover 3542 
BRANCHES 


Hotel Ansonia, 73rd St. and B’way, N. Y. 
New Brunswick, N. J. 














Sugar Stocks 


Their statistical position 
with special reference to 


Great Western 
Cuban American 
Punta Alegre 


American Sugar 


Discussed in a special letter 


Copy on request 


WabE Bros. & Co. 


MEMBERS 


ew York Stock Exchange 
ew Y ork Cotton Exchange 
New Y ork Coffee and Sugar Exchange 
New York Produce Exchange 
Chicago Board of Trade 
Associate Menbers N.Y .Curb Market 
Rubber Exchange of N.Y., Inc. 


60 Beaver St., New York, N.Y. 
Telephone Bowling Green 1242 | 














New York Stock Exchange 


Price Range of Active Stocks 


INDUSTRIALS 


Post-War 

Period 

a__ re 

1914-1918 1919-1926 

i High Low High Low High Low 
*88 65 *97% °35 — 


80% 18% 49% 
Montgomery Ward os 
National Biscuit *161 *96% #189 
National Dairy Prod. - 
National Enam. & Stamp .... 30% ‘9 54% 
91 42% 74% 


98 45 136 
40% 8 27 
*87% *60 *81 


Pre-War War 
Period Period 


1909-1913 


55% *145% 
9 70 
*88% *119% 
oe 52% 

Packard Motor Car 
Pan.-Am, ag & Trans. 


Do. Class 
Philadelphia Co. 


Phillips Petroleum 
Pierce-Arrow 

Do. Pfd. 
Pittsburgh Coal 
Postum Cereal 
Pressed _— Car 


Pullman Company 0 149 

Punta Alegre Sugar - = 

Pure Oil 

Radio Corp. of Am... ks i 

Ray =. Copper 21% % 
49% 15% 
111% 64% ; 

i i 
124% *101 #233 

Shell Union Oil ad a a 

Simmons Company 

Simms Petroleum 

Sinclair Consol. 0 


Skelly Oil 
Sloss-Sh. Steel 


Stand: 

Standard Oil Co. of N. J. 
Stewart-Warner Speed 
Stromberg Carburetor ... 
Studebaker Company 


Corp. 

Texas Gulf Sulphur 
Tex. & Pac. Coal & Oil .... 
Tide Water Oil 
Timken Roller Bearing 
Tobacco ips 

Do. Class 
eh Oil 
Union Oil of Calif. 
United Cigar Stores 
United Drug 

Do. Ist Pfd. 
ae ay Fruit 
U. 8. Cast I. Pipe & F. .. 

a. 


De, Pf 
. 8, Indus. Alcohol 
. 8 Realty & Imp. 
. Rubber 
. Ast Bagg’ 
8. 


Union 
Westinghouse chew 
Westinghouse E. & M. 24% 
White Eagle Oil ... ae ee oo 


*50 

7. Bam 48 

76% 151 *81% 845 
6 -9s« BMH ODT 


100 85% 982 
78% 60 81 
ee ee 95% 


rm——, elo thy 
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* Old stock. + Bid price given where no sales made. + Not including extras. § Payable in stock. 


a Paid this year. 
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Bonds and 
How to Buy 
Them 


The principles of bond investment 
are outlined, in non-technical 
language, in a booklet which we 
have prepared to serve as a guide 
to the investor who is seeking the 
investment suited to his individual 
requirements. A copy of the book- 
let, entitled “Bonds and How to 
Buy Them,” will be gladly sent on 
request for No. M-1999. 


OTIS & CO. 


Established 1899 


CLEVELAND 
New York Chicago Detroit 
Cincinnati Columbus Toledo 
Akron Denver Colorado Springs 


San Francisco 


Members New York and other 
leading Stock Exchanges 

















Our 
Stock Advisory 
Department 


Under Personal Supervision of 
WALTER THOMPSON, Jr. 


Invites inquiries from business 
men regarding the current eco- 
nomic situation. Definite recom- 
mendations will be made upon 
request. 


Out-of-Town 
Traders 


are afforded expeditious and effi- 
cient service. Consultation is in- 
vited regarding conservative mar- 
ginal accounts, 


Stock Letter on Request 


NEWMAN BROS. 
& WORMS 


MEMBERS 


Stock Exchange and all other 
important exchanges 


25 Broad Street New York 


New York 
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Copper 
Stocks 


Yield 
542% to 10% 


We have prepared an an- 
alysis on the important pro- 
ducing Copper Companies 
which can be had on request. 


Send for 
Special Letter W.S.-9 


Moss & Ferguson 


: = — | a 
ew Yor tton Exchange 
Members) New York Produce Sucheiee 
Chicago Board of Trade 


11 Wall Street New York 
Telephones Bowling Green 1470-1-2-3-4-5-6 





UPTOWN OFFICE 
18 EAST 53d STREET 
Telephone Plaza 7984 



























































A Special Letter 


on 








MARLAND 
OIL 


will be forwarded 
on request 





Ask for MW-20 


|| BRUNING, JACKSON & CO. 


Members New York Stock Exchange 


50 Broad St. New York 


Branch Office 


475 Fifth Ave. New York 























































General THE MAGAZINE or WALL STREETS 


Gas & Electric CoMMON STOCK PRICE INDEX 
Corporation (1925 Closing Prices =100) 





é 1927 Indexes 1926 Index 
We have prep ared a Number of (264 Issues) Recent Indexes (238 eeu) 
Issues in Group ote “ . 


bulletin describing Group High Low Mar. 5 Mar.12 Close High Low 

264 COMBINED AVERAGE 2 95.7 9 1015 95.7 102.0 933 

the proposed hydro- 38 Railroads 121.4 98.5 ' 118.1 98.5 102.2 843 

electric development Agricultural Equipment 1 67.7 ’ 67.7 69.8 111.9 
Alcohol 0 82.1 ; o1.6 69.6 109.2 
Automobile A vi 2 19.8 . ‘ j 

of General Gas & —......... 4 12 : 74.3 76.4 104.0 

Electric Corporation 

on the Saluda River 


Baking é 75.3 . 75.3 82.0 108.6 
in South Carolina. 








— 


HBO DOIMN DAD NOS PRHOHOHDADOOnHD HP 


Business Equipment 9 108.5 ° 126.9H 108.5 109.3 
Chemicals and Dyes .6 107.8 5 116.6 107.3 111.5 
Construction and Bldg. Mat’l 5 77.9 86.9 84.4 101.4 
Containers 100. 97.3 . 99.9 100.1 110.8 
Copper 0 115.5 d 120.0 118.7 122.9 
Dairy Products F 69.0 ° 69.0 80.0 
Department Stores . 70.4 5 72.5 73.7 101.0 
Drugs and Toilet Articles.... 0 148.8 151.4 152.5 
Electric Apparatus 2 91.6 96 98.2 96.1 105.2 
Foods and Beverages : 13.2 fd 74.6 76.9 101.2 
F 89.1 x 96.0 91.6 121.0 
y 69.8 e 16.7 69.8 102.4 
Mail Order 5 82.8 . 87.6 88.0 101.6 
Marine A 74.0 J 75.8 .6 110.8 
Meat Packing ‘ 67.8 70.4 4 102.6 
Metals 81.9 ; 89.1 105.7 
Miscellaneous 96.7 i 101.3 r (No record) 
Paper and Publishing 9 150.4 . 161.3 187.8 75.5 
Petroleum 95.3 ; 99.2 3 102.3 85,2 
Public Utilities j 93.1 98.5 ‘8 102.0 82.4 
Radio 110.1 125.9 139.5 78.8 
Railroad Equipment 0 100.3 111.0H 4 108.3 848 
Real Estate 5 91.1 93.0 91.3 4 102.8 748 
112.3 114.8 120.3H -2 118.2 98.6 
64.4 85.9 91.4 -4 114.3 59.8 
83.9 94,1 95.3 9 100.6 78.8 
106.6 106.6 107.5 116.1 92.5 
-7 166.1 198.0 207.7H -1 170.0 100.0 
Telephone 1 104.6 108.5 108.8 6 105.6 97.3 
Textile F 73.8 76.8 73.8 5 104.6 57.7 
Tobacco .0 145.6 149.0 149.0 148.3 94.5 
Traction 9 126.4 133.8 134.0 5 186.9 94.0 


KEEP hm H—New HIGH record since 1925. L—New LOW record since 1925. 


with current market condi- 
tions—a requisite of sound 
investment practice. Our 


Market Letter 


sent free on request will + 
give you a concise view of RAILROADS 
the situation. 


ODD LOTS 


We have a special depart- 
ment for executing orders in 


less than 100 share amounts. LH 
STOCKS 


Copies sent upon request 


PYNCHON & CO. 
Members New York Stock Exchange 
111 Broadway New York 


Uptown Office: 43rd St. & Madison Ave. 
CHICAGO MILWAUKEE 
LONDON LIVERPOOL 
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Send for Market Pd 


Letter M.G.-11 THE MAGAZINE of WALL STREET'S 
COMMON STOCK PRICE INDEX 
( CLOSING PRICES = 100) 


JFMAMNJ JASON 


GisHoum & (APMAN — se 


Members New York Stock Exchange 


° (An unweighted Average of weekly closing prices, specially designed for investors. The 

52 Broadway Mose: Vaek 1927 Index includes 264 issues distributed among 37 leading industries; and covers about 
Telephone Hanover 2500 90% of the total transactions in all Common Stocks listed on the New York Stock Exchange. 
It is compensated for stock dividends, rights and assessments; and reflects all important 
- ” ‘ price movements with a high degree of accuracy. Our method of making annual revisions 
Widener Bldg. Philadelphia in the list of stocks included renders it possible to keep the Index abreast with evolutionary 
Telephone Rittenhouse 1157 changes in the market, without impairing its continuity or introducing cumulative inaccuracies.) 
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“AN EXCEPTIONAL OPPORTUNITY” 
for the investor who requires safety of 
principal, high yield, gradual but sure 
appreciation and Collateral for loans— 
PLUS sharing in future profits. 














The Roosevelt 
Hotel 


of PITTSBURGH, PA. 


Condition of Building March, Building when completed 
1927 October Ist, 1927 





Pittsburgh’s newest Commercial Hotel, under construction will be opened October Ist, 1927—600 rooms and 
baths. 
I have a block of ROOSEVELT HOTEL TEN-YEAR 7% COLLATERAL TRUST SINKING FUND GOLD NOTES. 
Total issue $650,000. Dated December Ist, 1925, to mature December Ist, 1935. Secured by a GENERAL 
CLOSED MORTGAGE, subject to a prior lien of $3,600,000. 


THE COLONIAL TRUST CO. OF PITTSBURGH, PA., TRUSTEE 


This entire proposition will represent an investment of about $6,000,000. 
Assets will show equity of about $2,250,000 behind these GOLD NOTES, or about $3,500 SECURITY BEHIND 
EACH $1,000 NOTE, without appreciation in land values. 
LOCATED AT 6th STREET and PENN AVE., the heart of the “GOLDEN TRIANGLE,” where land values 
appreciate rapidly. 
It is caluculated that 80% of these Notes will be retired by Sinking Fund by maturity, thereby increasing the 
security behind the Notes outstanding. 
With the great demand in Pittsburgh for this hotel, the revenues from shops on two floors, hotel rooms and 
cafeteria in basement, its income is assured. The interest on these Notes will be earned OVER FIVE TIMES. 
Pittsburgh bankers, people in Pittsburgh who have invested in these Notes, and hotel experts predict this hotel 
will be one of Pittsburgh's biggest successes, financially, and THEY KNOW. Banks and brokers have bought 
these Notes for their clients. 
I must release some of my funds invested in these Notes, for other purposes, therefore I am offering some to a 
few investors. 

PRICE 9714, PLUS ACCRUED INTEREST, TO YIELD ABOUT 7.19% 

Denominations $500 and $1,000 


I will give with each $1,000 Note a bonus of 2 shares of the Capital Stock of the Hotel Company (Capital 
$1,000,000 Common Stock) par value $50 per share. THERE IS NO CAPITAL STOCK FOR SALE. 


The entire interest of the Owners is in this Stock. 


A survey made by Horwath & Horwath, nationally known hotel experts and accountants, 
shows that this stock will pay large returns. 
This investment means to you: 
1—SAFETY, the large amount of security behind these Notes. 
2—INCOME, your investment pays over 7% per annum. 
3—RETURN OF PRINCIPAL—Notes redeemed through Sinking Fund at 105. 
AND ADDITIONAL 


4—FUTURE PROFITS—after repayment of your principal—plus over 7%—~you still 
continue to share in the profits of the Hotel Company, which Hotel experts 


predict will be large. 


Conservative investors should take advantage of this offer, because opportunities like this one do not come your 
way every day and you cannot invest to better advantage. 

As the amount of these Notes still available is limited, | reserve the right to return orders which cannot be 
filled. 

You can send me your check for amount of Notes plus accrued interest, or I will send them to your bank with 
draft attached. 


A descriptive circular will be furnished free on request. 


FRANK H. SCHILLING 


1328 Chestnut St. Philadelphia, Pa. 


‘The statements herein, are based upon information secured from sources which I believe to be accurate and reliable.” 
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e)ecurities Carried on Conservative Margin 





Weekly 
Stock Letter 


——pointing out economic con- 
ditions that may have a vital 
bearing upon the course of 
security prices. 


Sent gratis on request for M. W. 4 





120 Broadway 





Josephthal & Co. 


Members New York Stock Exchange 


Telephone Rector 5000 


Out-of-Town 
Accounts 


A special department of our 
organization is completely 
equipped to give a prompt 
and effective service to out-of- 
town clients. 


We invite correspondence 


New York 




















COAL OPERATORS AND MINERS DRIFTING 
TOWARD NATIONALIZATION OF 
THEIR INDUSTRY 
(Continued from page 971) 








In almost any other industry it would be possible for a 
group of financiers to visualize monopoly, but the number 
of mines and the competitive situation make even this im- 
possible in soft coal. It is generally estimated that capac- 
ity is now at least 20% over the peak demands of the coun- 
try, and therefore. any consolidation or series of consolida- 
tions would be required to carry this burden in capitaliza- 
tion in order to achieve control. That, of course, even 
with the economies to be expected from consolidation, would 
mean higher prices. 


Nationalization the Outcome? 


A few years ago a handful of oil burning equipment 
manufacturers began to cut in on the coal market. For 
large buildings installations were engineering problems, 
and for homes the devices were untried. But today hun- 
dreds of manufacturers are offering active competition with 
standardized and approved appliances, and even with coal 
prices falling oil continues to cut in. If prices were in- 
creased even temporarily this competition would be accentu- 
ated and the demand for coal would inevitably show a 
sharper falling off than ever. 

Insofar as te present strike is concerned, these facts 
and conclusions make it apparent that no single contro- 
versy in the whole troubled history of mining has offered 
less hope of gain to either side. A new contradiction is 
added to the list—a strike which is not a strike, because it 
will not tie up production. Mining will simply shift more 
heavily than ever to the non-union fields. And it must 
further be borne in mind that even if Lewis succeeded in 


1024 





getting a fairly general walkout of non-union workers, the 
country is better prepared with coal and substitutes to 
weather a storm than ever before. 

In this situation it would be only human if both opera- 
tors and miners, without having agreed on the solution, 
nevertheless look forward to outright federal purchase of 
the mines as the only solution of their difficulties. The fact 
that the United States Coal Commission recommended spe- 
cifically against such a program is no indication of what 
is actually in the minds of operators or miners. In the 
same report this commission said that “What is clear is 
that the operation of coal mines, the public interest must 
be respected and served and that this requirement places 
limitations on the rights of owners of coal lands, operators, 
mine workers, carriers and dealers.” 


Fog of Misunderstanding Should Be Cleared Away 


It would not be surprising to see the rise of a campaign 
for natienalization based on this platform of public inter- 
est. The point might be well taken that coal is a national 
asset and as much subject to conservation as any other 
natural resource. The problem might be approached as 4 
social one, from the point of view of the nation’s responsi- 
bility to the miners. It might even be argued that investors 
in coal lands are entitled to some protection, and that the 
only way to furnish it, conditions being what they are, is 
by government purchase. 

It is not the intention here to discuss the merits of any 
of the innumerable reasons that might be put forth if such 
a campaign were launched. The sole purpose is to show 
that in soft coal the aim of continuous striking is not the 
obvious aim of gain by one side from the other. From this 
the reader may draw his own conclusions as to what is 
the minds of the workers and owners of bituminous mines. 
Once that is clearly understood it may be possible at least 
to clear away the fog of misunderstanding which now 
surrounds the industry and to see what is back of the 
scenery. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





The 


Mark 
tinuin 
and n 
terize 
mover 
and 
grour 
in un 
inves 
year 
nary 
sear 
Itw 
cial s 
son | 
the n 
able. 


The 
Lett 
Rese 
AN’ 
or 

We 
usua 
of § 
pert 
Am 


Our 
ecor 
mer 
age 
of t 
He 





In this Selective Market — 
Is Your Position Sound ? 


The market no longer moves as a unit—nor do all stocks in 
any group or industry. Will you buy and hold only those 
issues that are destined to advance sharply, or will your stocks 
suffer gradual or sudden declines? Will you see certain se- 
curities go up and up while those you hold refuse to budge? 


The present selective Stock 
Market gives evidence of con- 
tinuing during 1927 the baffling 
and mixed trends that charac- 
terized 1926, when groups 
moved contrary to one another 
ad even stocks in the same 
soup refused to go up or down 
in unison. So that successful 
investment and trading this 
year will demand extraordi- 
nary discrimination and a 
searching scrutiny of prospects. 
It will be little less than finan- 
cial suicide for the average per- 
son to invest or trade without 


the most expert guidance avail- 
able, 


The Weekly Stock Market 
Letters issued by Investment 
Research Bureau are GUAR- 
ANTEED to produce results 
or they cost you nothing. 
We are able to make this un- 
usual offer because our Chief 
of Staff is one of the most ex- 


pert financial analysts in 
America. 


Our Chief of Staff, trained in 
economics at Harvard, was for- 
merly New York State Man- 
ager of the Securities Division 
of the United States Treasury. 
He has acted as investment 
counsel for some of the best 
known banks in the country. 
MARCH 26, 1997 


He talks on financial sub- 
jects every week over the 
radio, is the author of authori- 
tative books on finance, and 
writes for prominent financial 
publications. Also lectures on 
investment analysis at one of 
our largest universities. 


The real test of any service, 
however, is in its performance, 
and not in what is claimed for 
it. Here is a typical list of our 
buying recommendations of 
recent months: 


Wabash @ 40% 

South Porto Rico Sugar @ 115 
Missouri Pacific @ 38% 
Warren Brothers @ 56 
Colorado Fuel & Iron @ 43 
Lehigh Valley @ 106 
Baldwin @ 120 

General Railway Signal @ 90 
Pittsburgh & W. Va. @ 117 
Republic @ 5516 

New Haven @ 4456 


Which Stocks Will 
Soon Sell Higher ? 


Will the rails continue to go up, 
or have they fully discounted in- 


creased dividends and_ possible 
mergers? Will a further advance 
in public utilities be held up by 
Congressional investigation? Will 
a very few automobile manufac- 
turers capture the lion’s share of 
1927 business, and will the stocks 
of these companies score great ad- 
vances while other motors sink 
lower? What about the oils—are 
crude and refined prices about to 
advance, after recent reductions? 
If so, which of the oils will benefit 
most? Are the sugars likely to go 
considerably higher? Will there 
be a continued increase in copper 
prices and a subsequent rise in 
copper stocks? 


Our Weekly Stock Market Letters 
fully answer these important ques- 
tions for investors and traders, and 
specifically tell which stocks 
should be bought or sold, and why 
—and which others should be 
avoided. Simply fill out the cou- 
pon below and we will send you 
specimen copies of these letters 
ABSOLUTELY FREE. Also an 
interesting book called, “MAK- 
ING MONEY IN STOCKS.” No 


charge—no obligation. 


INVESTMENT RESEARCH BUREAU, 


Div. 40, Auburn, New York 


Send me, free, specimen copies of your Weekly Stock Market 
Letters. Also a copy of “MAKING MONEY IN STOCKS.” 


This does not obligate me in any way. 


Name 


Address 
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EVERY DOLLAR THAT HAS BECOME DUE ON FIRST MORTGAGE 
BUILDING BONDS SOLD BY US HAS BEEN PAID TO EVERY INVESTOP. 


NS 
YW? 


Important Dividend Announcements 


Note-—To obtain a dividend directly 
from the company the stockholder 
must have his stock transferred to his 


) 
W hat Experienced name before the date of the closing of 
the company’s books. 


Ann’l Amount Stock Pay. 
Declared Record als 


Investors Know a Fr. Ae: 


$2.40 Beech-Nut Pack. cm.$0.60 
7% Beech-Nut Pack. pf..1%% 
$2 Beld.-Heminway ....$0.50 
$6 Bklyn-Manh. Tr. pr.$1.50 
$2 Central Alloy St’l cm.$0.50 
$8 Detroit Edison $2.00 
6% El. Bond & Shr. pf.14%% 
$0.64 Fifth Ave. Bus Sec. .$0. 
$7 Gen. Motors 7% pf.. 
$6 Gen. Motors 6% pf.. 
$6 Gen. Motors 6% deb.. 
$1 Indep. Oil & Gas.... 
$6 Int’l Harvester cm. 
$2%2 Manila Elec. cm...$0.62% 
$7 Middle West Util, pf.$1.75 
$3 Mid-Cont. Petrol. ...$0.75 
$7 N. Y. Central 
24% Packard Motor 2% 
$7 Pacific Tel. & Tel. pf.$1.75 
$6 Pac. Tel. & Tel. cm.$1.50 
8% Peoples Gas Lt. & C. 2% 
$4 Quaker Oats cm 00 
— Quaker Oats om.... 
$6 St. Louis-San Fr. pf..$1.50 
$7 Southern Rys. cm...$1.75 
$3.60 Thompson, J. R . 
7% United Drug Ist pf..1%% 
$3 Vivaudou, V., om...$0.75 
$7 Vivaudou, V., pf....$1.75 
$10 Western Electric ...$2.50 
$4 W’house El. & M. cm.$1.00 
$4 W’house El, & M. pf,$1.00 
$2 White Eagle Oil 





YL 


XPERIENCED investors know that the first oa 

step in the safe investment of funds is the 
selection of the investment house. Particularly 
is this true in the First Mortgage Real Estate 
Bond field because the safeguards which must 
surround first mortgage investments are devel- 
oped only through many years of experience 
and application of good judgment. 
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Over a long period of years American Bond 
& Mortgage Company has steadily increased its 
thousands of satisfied customers through actual 
demonstration of sound investment judgment. 


eLeeokeo 


32] 
oo 
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64% of the total number of first mortgage 
4) bond issues sold by us have already 
f matured and have been paid in full or 
} called at a premium. The remaining 
36% are running to maturity and every 
investor is receiving prompt and full pay- 
ment of principal and interest when due. 


SLL eee Koo 
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We are now offering several 6% First Mort- 
gage Bond issues secured by centrally-located 
properties in the principal cities of the country 
and urge that you communicate with us at 
once for further particulars. 


Ask for Booklet N -289 


AMERICAN BonD & MortcAcE Co. 


Capital and Surplus over $9,000,000 
127 No. Dearborn Street 345 Madison Avenue 


Chicago New York 
Philadelphia Albany Boston Washington 

Cleveland Detroit EN and over 30 other cities appreciable extent by a decline in cash 

. holdings from 6.71 millions to 4.46 

Established 1904 AN OLD RESPONSIBLE HOUSE Incorporated millions, and in United States Treas- 

ury notes from 17 millions to 6 mil- 

lions. While actual figures covering 

operations in the year to date have 

not as yet been published, Hudson 1s 


P uts ad Cc a ! Is wal “sy pr eac = understand to have operated on a some- 


Guaranteed by Members of the New York Stock Exchange what higher profit basis. The com- 
pany’s new models have been favor- 


May be utilized as insurance to protect margin ac- ably received, sales and earnings being 
counts; to supplement margin; and in place of stop considerably augmented. However, 
orders. these favorable internal developments 
ree : appear to have found ample reflection 
Profit possibilities and other important features are o 08 recent sharp rise in the market 
described in Circular W. Sent free on request. valuation of this stock, and at current 


Quotations furnished on all listed securities price levels it does not appear attrac: 
tive. We note that you neglected one 


Ss. H. WILCOX & co. opportunity and we suggest that e 


Established 1917 Incorporated be guided by your past experience. 


66 Broadway New York believe you would do well to close out 
Telephone Hanover 8350 your holdings, with the object in vieW 


of replacing to good advantage at 4 
later date. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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the outstanding 1,596,660 no par shares 
of stock. The previous report, which 
covered the 12 months ended November 
80, 1925, showed net income of 21.37 
millions, or $16.07 a share on the 1,330, 
150 shares then outstanding. Several 
noteworthy changes took place on the 
company’s balance sheet. While real 
estate, plants and equipment were in- 
creased by approximately 10 millions 
to 28.32 millions, this was offset to an 
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SHELL UNION OIL . 


] have 50 shares of Shell Union Oil which I 
purchased in 1924 at $18.50 a share. Based on 
my original purchase price this stock has yielded 
me more than 10 per cent per annum in divi- 
jends, and at current market prices shows me a 
very substantial profit. Naturally, I have had no 
reason to regret my investment. Do you think 
the outlook for this company is favorable to an 
extent that I would be justified in doubling my 
holdings? I understand the company is now 
doing very well—J. M., New Orleans, La. 

In the absence of an official state- 

ment, earnings of Shell Union Oil for 
1926 must as yet be estimated, but on 
the basis of its nine months’ showing, 
it would not be surprising if profits ap- 
plicable to the common stock were 
equal to $4 a share. It is interesting 
to note that Shell Union reported 5.49 
millions profit in the first three months 
of 1926, followed by 11.74 millions in 
the next period and 13.95 millions in 
the third quarter. Some reduction in 
earnings probably took place in the 
final quarter due to lower crude and 
refined oil prices, but it seems safe to 
assume that the company will be able 
to show net equal to about $1 a share 
for that period. Hence, total earnings 
of approximately $4 a share will about 
double those of 1925 when net equalled 
$1.93 a share. The record of Shell 
Union over a period of recent years 
has been of steady expansion both in 
scope of operations and earning power. 
As conditions have warranted, the 
company has maintained a generous 
attitude toward shareholders, and at 
the same time has materially strength- 
ened its financial position. The out- 
look seems to be for further progress 
along those lines. The stock is prob- 
ably selling at a price to discount the 
existing situation to a considerable ex- 
tent but we feel if you employ a meas- 
ure of patience the results achieved 
would justify holding. | However, we 
believe you have sufficient stock in this 
one company. 


ALLIS CHALMERS 


Please advise me what to do in regard to my 
stockholdings in Allis Chalmers. I purchased 25 
shares of this stock on your advice at $82 a share. 

now have a substantial profit. but since my 
holdings yield me a good return I am not par- 
ticularly anxious to sell. Do you think this stock 
has sufficient investment merit to warrant my 
holding it for purely income purposes?—R. A. L., 
St. Louis, Mo. 

_ Preliminary reports covering opera- 
tions of Allis Chalmers Manufacturing 
Company last year would indicate that 
net profits of the company after all 
deductions including preferred divi- 
dends were equal to $9.48 a share 
earned on 257,707 shares of common 
stock. This constitutes an appreciable 
crease over the $8.78 a share earned 
in 1925. Thus, for the fifth successive 
year, the company has reported a sub- 
stantial increase in earnings per share. 
The company has not as yet released 
a balance sheet covering its condition 
at the end of the year, but a survey of 
a latest available figures would in- 
— it is In a strong financial posi- 
a aw orking capital is in excess of 

millions, and cash and marketable 
ge aggregate almost 11.5 mil- 
a the company faces an optimistic 
Tade and earning outlook, unfilled 
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| Work Which Only 
Dollars Can Do 


HENEVER there is waterfall to be harnessed, a railway to 
Ww be extended, an industry to be developed, a public im- 
provement to be made, or a new human want to be satisfied, 
new opportunities open for dollars to go to work. Some of these 
opportunities are naturally much better than others. 


Puttine your dollars to work—that is, investing them well— 
is a specialized job requiring close touch with world conditions, 
broad knowledge of the various investment fields, ability to 
judge the merits of specific securities and experience in fitting 
these investments to the requirements of the buyer. 


Tue Nationa Crry Company, with its world-wide organiza- 
tion and background of over 115 years of financial experience, 
possesses an unusual capacity for assembling attractive security 
offerings. Representatives at any of our offices will gladly help 
you select specific issues suitable for your needs: 


The National City Company 


Head Office: 55 Watt Street, New York | 
Uptown Office: 42ND Street AT MapisoNn AVENUE 


Offices in more than 50 Cities in the United States and Canada. 
11,000 miles of private wires to serve you quickly and effectively. 
































Dividends 


Barnsdall Corporation 


120 Broadway, N. Y. C. 
March 10, 1927. 
At a regular meeting of the Board of 
Directors of the Barnsdall Corporation 
held this day the regular quarterly divi- 
dend of 244% or 62% cents a share on both 
the Class ‘‘A’’ and Class ‘“B’’ stock was 
declared payable April 5, 1927 to stock- 
holders of record on March 21, 1927. 
Transfer books will not close, 
JAS. A. DUNN, 
Vice-President and Secretary. 








OTIS ELEVATOR COMPANY 
26th Street and llth Avenue, New York City. 
March 21, 1927. 
A quarterly dividend of $1.50 per share on the 
Preferred Stock, and a dividend of $1.50 per share 
on the Common Stock will be paid April 15, 1927, 
to stockholders of record at the close of business 
on March 31, 1927. Checks will be mailed. 
C. A. SANFORD, Treasurer. 





Offering Sate Securities of Electric Light 
and Power,Gas, and Transportation Com- 
panies operating in 20 states. 

Write for list. 


UTILITY 
SECURITIES 
COMPANY 


72 W. Adams St., CHICAGO 
Mitwaukee St.Louis Louisville Indianapolis 


ee 




















GOOD SECURITIES 


May be purchased on 
Monthly Installments 


Investors desirous of accumulating securities 

of the better kind by part payments within 

their means will find our plan and terms to 
their interest—Write Department M-2. 


Odd Lot Orders Solicited 


James M. Leopold & Co. 


Members New York Stock Exchange 


7 Wall Street New York 
Established 1884 























International Securities Trust 
OF AMERICA 


A MASSACHUSETTS TRUST 


Resources over $25,000,096 


STATES consisting of the shares 
of this investment trust are free 
from many expenses and annoyances 
in connection with overlapping state 
inheritance taxes and other matters 
of administration. A booklet explain- 
ing the advantages of such invest- 
ment will be sent upon request. 


Specify Booklet 3, and address 


. American Founders Trust 
A MASSACHUSETTS TRUST 


1 Federal Street 50 Pine Street 
Boston New York 
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‘orders on its books aggregating over ll 

millions. The shares have gained jp 
investment merit over a_ period of 
years, and seem well adapted for in- 
clusion upon your investment schedule, 
The stock at present yields a good re. 
turn and over a reasonable period of 
time is not unlikely to sell higher, 





AMERICAN TELEGRAPH & CABLE 


I have lately been in receipt of a great deal of 
literature dealing with the affairs of American 
Telegraph & Cable Company. I have been given 
to understand that the $5 dividend paid om this 
stock is guaranteed by Western Union. ] am 
unable to reconcile these statements with the very 
low selling price of the stock, around $28 3 
share, and am beginning to think I am oy 
somebody’s sucker list. I am just curious enough 
to. es what a ig img A in the case are, and 
wis: Ou WOU me ice.— 
D. oN Atlanta, Ga. a 

American Telegraph & Cable stock 
appears to constitute a very uncertain 
speculation. This security, yielding $ 
per annum in dividends, is selling at 2 
price which seems to indicate doubt as 
to the ability of the company to main- 
tain this rate indefinitely. The divi- 
dend is guaranteed by Western Union 
until 1932 and may be regarded as se- 
cure until that time, but whether the 
lease will be renewed upon expiration 
is difficult to determine and will de- 
pend upon just how essential the lines 
are to the Western Union. We note 
the latter is following an aggressive 
construction program, something which 
does not augur well for the future of 
American Telegraph and Cable. Hence, 
until the situation definitely shapes it- 
self, the company hardly occupies bet- 
ter than a liquidating status. Present 
selling price is fully in line with the 
actual value of the shares. We would 
not advise purchase. 





MARLAND OIL 


What can I look for as the holder of 50 shares 
of Marland Oil common stock purchased at $57 
a share. This stock yields me a good return on 
my purchase price but it does not seem to be 
getting anywhere. The oil situation appears un- 
settled, and I am wondering if lower prices are 
not to be expected. I am seriously considering 
disposing of my Marland, but if there is any 
truth to the favorable reports I have heard re- 
garding this company I would prefer to hold. 
What is your opinionf—R. A. W., Denver, Colo. 

Due primarily to huge deductions for 
depreciation and depletion and reserves 
covering intangible drilling costs, the 
consolidated net income of Marland Oil 
for 1926 was considerably below that 
of the previous year. Net earnings 
were equal to $6.05 a share earned on 
1,930,614 shares outstanding at the end 
of the year, comparing with the equiva- 
lent of $7.80 a share on 1,895,103 
shares outstanding during 1925. Dur- 
ing the year cash and U. S. Treasury 
certificates declined from approximately 
5 millions to slightly in excess of 2% 
millions, while the item of bills pay- 
able in the amount of 4 millions made 
its initial appearance on the balance 
sheet. A total of 35.88 millions was 
deducted from income and surplus last 
year, indicating that a wide step was 
taken toward conservatively valuing 
properties of the books. These charges 
are probably non-recurrent which, 
connection with better oil conditions 
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expected in later months, would indi- 
cate that Marland stands in a fair way 
to make a good showing in 1927, but 
the shares are robbed of much of their 
speculative flavor for the time being, 
and it would seem that better profit 
opportunities lie elsewhere. We would 
suggest switching to a conservative 
semi-investment of the type of West- 
inghouse Electric. 





ELECTRIC REFRIGERATION 


What are the latest developments in the affairs 
of Electric Refrigeration? I bought the stcck at 
85, and naturally have a very substantial loss at 
currrent market levels. However, I understand 
the company has rounded the corner and promises 
to do much better this year. As a matter of fact, 
my broker advises me to purchase additional 
shares to average down my holdings. What 
would you advise?—R. A. C., Buffalo, N. Y. 

Considering highly competitive con- 
ditions existing in the electric refrig- 
eration industry last year, the ability 
of the Electric Refrigeration Cor- 
poration to earn the equivalent of 
$4.34 a share on 604,096 no par shares 
during the first nine months might 
have been considered a noteworthy 
achievement. The success achieved by 
predecessor companies, notably Kel- 
vinator and Nizer, attracted consider- 
able attention in the financial world, 
with the result that a large number of 
new companies were brought into being 
to exploit this lucrative field. A 
natural sequence was a rapid growth 
in competition with the result that 
profits declined to a minimum. How- 
ever, conditions, which might always be 
depended upon to readjust themselves, 
have since turned definitely for the 
better. A number of the weaker con- 
cerns have been eliminated, and those 
remaining seem to constitute no seri- 
ous menace to the welfare of this 
concern. Electric Refrigeration has 
commenced operations in its new 
Detroit factory, a huge and entirely 
modern industrial plant will give em- 
ployment to 3,000 persons at the start. 
The company has a large and well 
organized distributing and service or- 
ganization, in which respect it has a 
distinct advantage over most of its 
competitors. The company enters the 
1927 season under satisfactory circum- 
stances, with every indication of giv- 
Ing a good account of itself in months 
to come. Considering the satisfactory 
outlook, the stock seems to be selling 
lower than is warranted by circum- 
stances. We see no reason to advise 
against the purchase of additional 
shares, 





AMERICAN ICE 


; , 
A. ge can you advise me in respect to American 
ine’, This company has made a very good show- 
é g for the past several years, and seems to have 
Beery Tavorable outlook. Do you think it ad- 
oe e to add to the 20 shares I now hold? I 
morgage that stockholders have reason to ex: 
fe Gn extra payment in the not distant future. 

oes not this stock seem undervalued at current 
prices?-—C. J. K., Chicago, Illinois. 


The report of American Ice to be 
released about the time this issue will 
its way to the newstands, will 
Probably show the equivalent of ap- 
proximately $25 a share earned on the 
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Our current reviews contain analyses of 


Phillips Petroleum Company 





Fisk Rubber Company 
and a discussion of high grade 


Investment Common Stocks 


selling to yield 6% or higher 


Copies on request 


PRINCE & WHITELY 


Established 1878 


New York Stock Exchange Chicago Stock Exchange 
Cleveland Stock Exchange 


25 BROAD STREET NEW YORK 
UPTOWN OFFICE: HOTEL ST. REGIS 


Cleveland Akron 


Chicago 
Meriden Bridgeport 


New Haven Hartford Newport 

















J. S. BACHE & CO. 


Established 1892 


MEMBERS New York Stock Exchange, Chicago Board of Trade, New York 
Cotton Exchange, and other leading exchanges 





COTTON 
RUBBER 


BONDS : GRAIN  : 
SUGAR : COCOA : 
FOREIGN EXCHANGE 


STOCKS : 
COFFEE : 





Branches: Albany Schenectady Troy Syracuse Rochester Watertown 


Utica Buffalo Worcester New Haven Toledo Philadelphia 
Atlantic City Detroit Austin Ft. Worth Hillsboro Houston 
Paris San Antonio Taylor Temple Kansas City Omaha Tulsa 


Correspondents in other principal cities 


New York Office - 42 Broadway 
Chicago Office, 231 So. La Salle Street 





“THE BACHE REVIEW,” published weekly, sent on application. 

Readers of the Review are invited to avail themselves of our facilities for 

information and advice on stocks and bonds, and their inquiries will receive 

our careful attention, without obligation to the crrespondents. In writing, 
please mention, The Bache Review 


A Weekly Commodity Review is also issued and will be sent on application 
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How Much 
Does Your 


Garn 


CURRENT INCOME 


You receive a cumulative divi- 
dend of 6% per annum. 


PROTECTION 


After payment of 6% per an- 
num all net earnings must be 
used to repay the amount of 
your original investment be- 
fore any further distribution of 
profits. 


FUTURE PROFITS 
Thereafter you receive 50% of 
all net profits distributed. 


These are but three of the remark- 
able advantages offered by 


If you have funds for investment—$100 
to $100,000—the coupon will bring full 


details of this plan of real estate invest- 
ment, destined to become the real estate 


investment of the future. Tear it out 


—now—and mail it today! 


SPECIAL COUPON 


The Fred F. French Investing Co. Inc., 
350 Madison Avenue, New York, N. Y. 


Please send the 62-page book “The 
Real Estate Investment of the Future” 
without cost or obligation to 


common stock as a-result of-operations 
last year. This compares with $21.74 
a share in 1925 and $11.36 a share in 
the fourteen months previous. The 
showing of the company for the first 
half of 1926 was particularly good, due 
to favorable climatic conditions in con- 
nection with the production and de- 
livery of ice. Increase in the volume of 
coal business done also contributed 
largely to the general prosperity. 
American Ice has a demonstrated earn- 
ing ability of superior proportions, but 
the financial position of the company, 
in our estimation, could stand some im- 
provement. On June 30, 1926, current 
assets aggregated 4.09 millions against 
current liabilities of 3.01 millions, in- 
dicating net working capital of 1.08 
millions. This constituted a consider- 
able decline from the 2.25 millions of 
June 30, 1925. On the date mentioned, 
the company owed 1.25 millions to the 
bank, an increase of $550,000 over the 
same figure of 1925. Cash holdings 
standing at $784,000, were consider- 
ably below the 1.19 millions of June 30, 
1925. Good-will is carried on the com- 
pany’s books in excess of 17 millions. 
American Ice is high in earning power, 
but the shares are low in asset value, 
hence, a period of lower earnings would 
probably be reflected in a substantial 
shrinkage in values. On this basis 
American Ice stock now seems to be 
selling at about its actual worth. We 
would suggest switching into a promis- 
ing preferred stock, of the type of 
Engineers Public Service preferred, for 


‘income and profit purposes. 


AMERICAN RADIATOR 


As a stockholder in American Radiator I am 
naturally interested in the future outloek for this 
company. The stock does not yield a particularly 
high return at present, but my understanding is 
that dividend requirements are being covered by 
a very substantial margin. Is it reasonable to 
expect a stock dividend in the near future? If 
holdings. Do you think it wise to do sof— 
S. R. A., Baltimore, Md. 


One is rather handicapped in an en- 


. deavor to rate American Radiator com- 


mon shares because of the dearth of 
information available regarding last 
year’s activities, but it seems safe to 
predict that net income will show an 
increase over that of 1925, when the 
equivalent of $8.97 a share on 1,242,561 
shares of common stock was reported. 
This increase probably will not be of 
impressive proportions, but will be 
sufficient to give definite assurance of 
the ability of the company to maintain 
dividends at the present $5 per annum 
rate. American Radiator presents an 
enviable record of past performances, 
having shown uninterrupted expansion 
in operations and earnings over a 
period of recent years. As circum- 
stances have permitted, the company 
has maintained a generous attitude to- 
ward shareholders, chiefly in the form 
of substantial stock dividends dis- 
bursed from time to time. It has been 
rumored that American Radiator con- 
templates the issuance of additional 
stock in the form of a dividend, but 
this report lacks official substantiation, 
and must be taken with a grain of salt. 
Considering the less favorable trade 


outlook, and the small likelihood that 
1926 earnings will be surpassed in 
months to come, it is reasonable to 
expect that the company will follow a 
conservative policy. From the stand. 
point of income return and with proper 
consideration given visible prospects 
for the future, the stock does not ap- 
pear attractive at current price levels, 
In our opinion, a transfer to Allis 
Chalmers, treated elsewhere in these 
columns, would work out to your ad. 
vantage. 


TRANSCONTINENTAL OIL 


My broker is very enthusiastic regarding the 
prospects of Transcontinental Oil, and advises me 
to add to my _stockholdings in this company, He 
says that it #s quite likely the stock will sell at 
$10 a share in the near future. I bought my 
original stock some years ago when it was selling 
in the twenties and have added to my holdings all 
the way down. Do you think there is a good 
chance _for me to get out even in the near future? 
—M. V. U., San Francisco, Calif. 

The showing of Transcontinental Qi] 
in 1925 certainly was not of an im- 
pressive nature and hardly forms a 
solid foundation upon which to base the 
expectation of material price apprecia- 
tion for the common stock. After al- 
lowing for interest, depreciation, de- 
pletion, dry holes, reserves, etc., the 
company reported net profit of 1.2 mil- 
lions, equal after dividend require- 
ments on the preferred to 2 cents a 
share earned on 3,742,029 no par shares 
of common stock. The company’s gross 
production during the year averaged 
7,732 barrels daily, an increase of 2,341 
barrels daily over 1925. Most recent 
reports would indicate that production 
is now running close to 10,000 barrels 
daily due in the main to the bringing 
in of a sizable production in the new 
Seminole field. The company is also 
operating in the Nigger Creek Field, 
owning considerable acreage in that dis- 
trict; recent tests would indicate that 
oil in fair quantities exists around 
the 1,000 foot level. Finally, the com- 
pany has concluded a favorable ar- 
rangement with a Standard Oil sub- 
sidiary to develop its properties in 
Roumania. There is no gainsaying the 
fact that recent developments in the 
affairs of Transcontinental Oil have 
been of a constructive nature, but this 
is such an unwieldy enterprise, and s0 
urgently in need of funds for explora- 
tion and development, that the pros- 
pects of dividend payments on the com- 
mon stock lie in the dimly remote fu- 
ture. In its character as a speculative 
favorite this security is subject to 
erratic price movements from time to 
time, but viewed from a value stand- 
point, cannot be considered a desirable 
holding. The only advice we can offer 
is to take advantage of a favorable op- 
portunity to dispose of your holdings. 





nena 


We will be glad to recommend to 
you a reliable Building & Loan Asso- 
ciation in any part of the United 
States. This service is gratis as we 
recognize the importance of having 
our readers deal with reliable asso- 
ciations, 
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A substantial part of this offering has been taken, through exchanges 
and subscriptions, by Class ‘‘A” Stockholders of the Company. 
March 21, 1927 


$11,000,000 


American Chain Company, Inc. 
7% Cumulative Preferred Stock 











IL 
ug ihe (With Common Stock Purchase Warrants) 
<" He To be authorized $25,000,000 par value. To be presently issued $11,000,000 par value. Par value $100 per share. Preferred over the common 
yr . stock as to quarterly cumuletive dividends at the rate of 7% per annum, and as to assets, in event of liquidation, at $110 per share and 
ght my accrued dividends. Redeemable as a whole or in part, at any time or times, on thirty days’ notice, at $110 per share and accrued dividends. 
: selling Dividends payable quarterly January 1, April 1, July 1 and October 1, accruing on this issue from April 1, 1927. Dividends free of the 
lings all present Normal Federal Income Tax. Central Union Trust Company of New York, Registrar. The Chemical National Bank of New York, 
a good Transfer Agent. 
future? Each certificate of preferred stock now offered will carry a detachable warrant entitling the 
holder thereof to purchase, subject to the terms of the warrants, on or before April 1, 1932, 
al Oil common stock (without par value) of the company, in the ratio of one-half share of common 
n im- stock for each share of preferred stock represented by such certificate, at the rate of $60 per share. 
re The company has agreed to make application to list this preferred stock on the New York Stock Exchange. 
e 
recia- The following information is contained ina letter to us from Mr. Walter B. Lashar, President of the Company: 
er al- BUSINESS 
1, de- American Chain Company, Inc. is the largest manufacturer of chain in the world. Directly and through subsidiary 
"’ the companies, it manufactures for widely varied uses practically every size and kind of chain, from small chain for the 
2 mil- jewelry trade to large ships’ anchor chain. The company likewise manufactures a considerable variety of related 
quire- lines, including forgings, merchant bar iron, rods and wire, wire strand and rope, cable, steel and malleable castings, 
nts a valves, harness and saddlery items, fence, and railroad and automobile specialties. Among its products are Weed 
hares tire chains, of which it is the sole manufacturer and distributor. 
gross Since inception of the business in 1912, annual sales have increased from approximately $500,000 in the first year 
raged of business to approximately $26,500,000 in 1926. The company sells direct through its own sales organization to 
2344 jobbers and large consumers throughout the United States. It also does a considerable export business. 
mi In 1926 the company acquired 93% of the outstanding shares of capital stock of American Cable Company, Inc., 
: the raw material requirements of which can largely be supplied by subsidiaries of American Chain Company, Inc. 
ction American Cable Company, Inc., manufactures an extensive line of strand, cable and wire-rope, and it supplied all 
irrels of the wire and cables for the Philadelphia-Camden bridge, the longest suspension bridge in the world. 
ging EARNINGS 
new ; Consolidated net earnings of American Chain Company, Inc. and subsidiary companies, before dividends, during 
also the four years ended December 31, 1926, after all charges including interest and Federal income taxes, as certified 
‘jeld, by Messrs. F. W. Hilditch & Co., accountants for the company, were as follows: 
t dis- Year ended December 31 Year ended December 31 
that $3,097,420 $2,382,863 
ound 1,751,929 2.414,891 
com Earnings as above shown include the results of operations of American 
| are Cable Company, Inc. from the date of its acquisition, January 1, 1926. 
sub Average annual net earnings for the four-year period, as shown above, were $2,411,776, or more than three times 
dna the maximum annual dividend requirement on preferred stock presently to be issued. After deducting from such 
y the average net earnings the annual dividend requirement on $11,000,000 par value of preferred stock, there remains 
the $1,641,776, or more than $6.50 per share on 250,000 shares of common stock now outstanding. 
have PURPOSE OF ISSUE 
this The proceeds of this issue of $11,000,000 par value of preferred stock will be used for the redemption, at $30 per 
d so share, of the 8% Class ‘‘A”’ Stock of the company of the par value of $25 per share ($8,503,575 par value now out- 
lora- standing in the hands of the public) and for other corporate purposes. 
T0S- 
com- 
. fu- Statements herein are in no event lo be construed as representations by us. 
ative We offer this preferred stock, less amounts exchanged for outstanding Class ‘‘A’”’ Stock of the company and/or 


subscribed for by holders of such Class ‘'A” Stock, for delivery tf, when and as issued and acceptid by us, subject 
to the approval of legal proceedings by counsel. It ts expected that delivery will be made on or ahout April 
1, 1927, in the form of temporary stock certificates of the company or interim receipts of Dillon, Read & Co. 


Price $100 per share and accrued dividend 


The above ts subject to a circular, containing further 
information, which may be oblained upon request. 


Dillon, Read & Co. Hemphill, Noyes & Co. 
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J.K.RICE, JR.& CO. 





1927 
Insurance 
Analysis 


Containing 3-year compari- 
sons, to date, covering the 
record and present position 
of 39 leading Fire Insur- 
ance Companies. 


Ask for M-208 


J. K. Rice, Jr. & Co. 


Equitable Building 
120 Broadway 
New York 


Cable 
Address 
“Ricenor” 


Telephone 
Rector 
9030 

















Ww .“Wait for the United Man.” 1 f 


Winning Success 
on'the Installment Plan 


1. You open an account 
in the Midwood Trust 
Company or the Ham- 
ilton National Bank. 


. You make _ regular 
Monthly Thrift De- 
posits of a few dollars. 

. Under the United Plan, 
with your first deposit 
accepted and approved, 
the money you plan to 
have in 10 years is 
GUARANTEED to you. 

. Should you die, the 
FULL amount you in- 
tended to have in 10 
years will be paid to 
your family PLUS the 
balance in your Thrift 
Account. 


nite 
rift Pla 


INCORPORATED 
HOME OFFICE 
280 Broadway, N. Y. 
BRANCH OFFICES 
285 Madison Avenue 
110 West 40th St. 
Write, call or phone 
Worth 2689 














Over-the-Counter 


IMPORTANT ISSUES 
Quotations as of Recent Date* 


Asked 


Aeolian Co., pfd. (7) 
Aeolian ‘Weber 

Aeolian Weber, pfd. (7B) 
es Port. Cement (3) 


Pfd. (6) 
American Arch (7P) 
American Book Co. (7) 
Amer. Cyanamid (new): 

Cl. A (0.80P) 

oes B _— 


PR Dist, Teles. (3) 
Conv. Pfd. (7) 

American Mfg. (6) 
Pfd. (5 


( 
Amer. Meter Co. (5) 
Atlas Port. Cement (2P) .. 
Pfd. (2.66) 
Babeock & e 
Barnhart Bros. 7 Spindler 


(7) 
Congoleum Co, Pfd. (7) 
Continental G. & El. (4.4 


Franklin Rwy. Sup. (4).......... 
Giant Port. Cement 
Pfd. (3.6) 


Jos. Dixon Crucible (8) 
Johns-Manville, Inc., new (3).... 
Pfd. new (7) 


Knox Hat (5) 
Pr. Pfd. (7) 
Part Pfd. A 
Lehigh Port. Cement (3) 
Leonard, Fitzpatrick, Mueller (1.5) 
Pfd, (8) 
McCall Corp. (2) 
Manhattan Rubber (2.5) . 
Metropolitan Chain Stores: 


2nd Pfd. (7 
Nat’] Fuel Gas (10P) 
Neisner Bros, 

Pfd. (7) 
Phelps Dodge Corp’n (4) 
— But. & Pierce (2) 


Pfd. (¢ 

——— Co. (4) 
ety Car H. & L. (8P) 

Bevannah Sugar (6P) 
Shaffer Oil & me Pfd. (7) 
Sheffield Farms Pfd, (6) 
Singer Mfg. Co. (10P) 
Singer, Ltd. (%) 
Superheater Co. (6P).. 
Technicolor, Ine. 
Valley Mould & Iron. 

Pfd. (7) 
Wash. Ry. & Elec. (5) 

Pf 


d. (6 
White Rock 2nd Pfd. (10) 
ist Pfd. (7) 
Woodward Tron 
Pfd. (6 


*Dividend rates in dollars per share designated 
in parentheses, 

G—Guaranteed as to principal and dividend by 
Amer. Type Founders, 

P—Plus extras, 

B—Also extras on account of arre w. 





NDER the influence of continued 
U ease in money rates and general 

strength of the organized ex- 
changes, unlisted stocks have persisted 
in their upward course. Numerous 
issues in both the industrial and public 
utility groups have risen to new record 
high levels during the past several 
weeks. These advances, however, may 
be regarded as part and parcel of a 
long secular rise that has been under- 
way over the last few years. 

Like stocks of the listed variety, over- 
the-counter issues have experienced 
periods of reaction but, for the most 
part, the bull market prevailing among 
New York Stock Exchange and Curb 
listings has had its counterpart in the 
unlisteds. Especially in the case of 
stocks of investment quality, this bull 
movement has no parallel. Its founda- 
tion, of course, is built upon a pro- 
longed period of favorable industrial 
conditions, on the one hand, and ex- 
pansion normal to well managed Ameri- 
can enterprises, on the other. 

But while it is indisputable that the 
major share of the rise is based on 
recognition of values and earning 
power, nevertheless, price appreciation 
would appear to have gone somewhat 
beyond the bounds required to discount 
merit in some instances. It is possible 
that the prevailing speculative senti- 


ment toward common stocks may carry 
the unlisted market still higher, but 
this department now believes investors 
should realize at least a portion of the 
profits which have accrued to them on 
issues recommended in these columns 
over the past three years. In other 
words, in view of the great gains made 
by sundry unlisted stocks, holders can 
well afford to forego the possibility of 
some further minor price appreciation 
in the expectation of improving their 
position. 

International Silver, for example, is 
at present selling approximately thirty- 
five points above the levels at which it 
was first brought to the attention of 
our readers. Viewed solely from the 
standpoint of present and prospective 
income return, it now seems high 
enough. Speculative demand may 
carry the shares a little higher, but 
the investor now has an opportunity to 
make his profits secure and switch to 
an issue that has not so liberally dis- 
counted its possibilities. 

Other issues, such as McCall Corp. 
selling at the equivalent of $240 4 
share for the old stock, has risen more 
than $145 a share since it was recom- 
mended in this department. Similarly, 
Johns-Manville, National: Fuel Gas and 
Superheater have scored such excep- 
tional gains that the advisability of re- 
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taining them under existing conditions 
should be seriously considered. With- 
out prejudice to their long range in- 
yestment prospects, it seems advisable 
to regard them high enough for the 
present. F : 

Over-expansion in the cement indus- 
try, evidently encouraged by more than 
three years of marked prosperity, sug- 
gests the application of discrimination 
to this group of stocks also, among 
which are included such previous 
recommendations as Giant Portland 
Cement and Alpha. 











WHAT CHANCE HAS AN AVER- 
AGE MAN TO WIN SPECU- 
LATIVE PROFITS? 


(Continued from page 1007) 








more than half the time, one must learn 
to rely less on luck or put his money in 
the savings bank. However, even a 
gambler can attain a record that is 
60% perfect. Tables 3 and 4 show 
what happens while this run of luck 
holds. 

In Table Number 3 the bottom col- 
umn reveals that only 34 men lost all 
of their money. Six men of the thou- 
sand trebled their money by winning 
on every deal. Six hundred and thirty- 
three men made some profit, as you 
find by adding the five upper figures 
in the last vertical column. 

The men in Number 4 were more 
conservative, if one can apply this term 
to gambling. They risked $100 on 
each deal. The top men made only 
double, but only 155 ended with a loss. 
The chance of going broke was one in 
ten thousand. 

Table Number 5, however, more 
nearly represents the experience of a 
certain type of speculator. The other 
tables assume that one continues to 
deal in a small way even when win- 
ning. Of course, this is not always 
done. Number 5 tells what happens 
to a thousand men with 50% judg- 
ment who will risk some 50% of their 
capital in their deals. Read the up- 
ward climb of the one man who never 
lost. He made $500 on his first deal 
and $14,000 on his tenth. He ended 
with $42,000. But see what happened 
to the other 999. 

Compare this table with Number 6 
where the men also started with a risk 
of $500, but did not increase their 
commitments. Table Number 5 shows 
114 more losers, and 61 more who went 
broke in the effort to get that $42,000. 

Other curious things may be dis- 
covered by similar tables. For in- 
stance, some say that they can “beat 
the game” by placing stop loss orders 
that limit their losses while they let 
their profits run. Stop loss orders 
Serve a good purpose at times, but they 
do not “beat the game.” Prepare your 
own tables, and you will find that, by 
the laws of chance, a stop loss order 
to take your losses at two points, and 
your gains at four points will show 
exactly two losses to one gain. If you 

(Please turn to page 1035) 
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E extend the facilities of our organization to those 
desiring information or reports on companies with 


which we are identified. 


Electric Bond and Share Company 


(Incorporated in 1905) 
Paid-up Capital and Surplus, $95,000,000 


71 Broadway 


New York 












































“That’s the most helpful book 


I’ve seen in years, Tom! 


*¢ What book is it? 

‘Why it’s one put out by the 
Acme Visible Record people— 
‘Profitable Business Control.’ 
I’ve seldom seen a book so com- 
plete and so well illustrated. I’ve 
hearda lot, in avague way, about 
visible records, but this book 
makes them really understand- 
able. And we can certainly use 
them to advantage in three 
departments.” 

A great many executives have 
expressed themselves to each 
other and to us in a similar way. 
And we want to thank them. 

We believe this really is the 
most understandable book on 
visible records now in print. It 
coversconcisely: purchase, sales, 


ACME 


VISIBLE 


RECORDS 


1» 


bank, credit, stock, department 
store, insurance, club, police, 
school and telephone record in- 
stallations, and shows actual 
photographs of each type. It will 
make clear to you just how Acme 
Visible Records can fit into your 
business and make your records 
far more useful than they have 
ever been. The coupon below, if 
filled out or attached to your 
letterhead, will bring you a copy 
of Profitable 
Business 
Control. 
Sending for 
it involves 
no obliga- 
tion what- 
soever. 














W.8. 3-27 





ACME CARD SYSTEM COMPANY 
116 South Michigan Avenue, Ciicago 
Gentlemen: 

0 You may send me your book ‘‘Profitable Business 


Control. : 
0 You may send your nearest representative to see me. 




















Guaranteed 
8% Bonds 


We endorse each bond guarantee- 
ing interest and principal, which we 
collect and pay promptly. Bonds 
are secured by first mortgages on 
centrally located office buildings, 
commercial property, hotels and 
apartments in Florida worth twice 
amount of loan, as determined by 
independent appraisals. We sell in- 
dividual 8% mortgage loans known 
as “standard life insurance com- 
pany loans.” Many insurance and 
trust companies purchase our se- 
curities. Our company, established 
seven years ago, specializes in first 
mortgage loans. Interest payable 
New York City if desired; titles 
insured by New York Title and 
Mortgage Company. Booklet MW 
gives full particulars. 


Palm Beach 
Guaranty 
Company 


Net Assets Over $1,300,000 
Guaranty Building 








West Palm Beach, Florida 














How to know the 


Best Bonds 


Some bonds are better than 
| others. The “‘best’” bonds are 


those which are best for you. 


With some knowledge of your 
investment objective and the se- 
curities you now have, we will 
gladly assist you in keeping 
your holdings properly balanced 
and thus improve your invest- 
ment position. 


We believe our booklet, 
“What Bonds Shall I Buy?” 
will interest you. 

May we send you a copy? 


Ask for AT-2455 


AC.ALLYN*>°COMPANY 


ine UC RPORATED 


67 West Monroe Street, Chicago 




















New York Philadelphia Milwaukee 
Boston San Francisco Minneapolis 
1034 











New York Curb Market 


IMPORTANT ISSUES 


Quotations as of March 16 


1927 Price Range 


Recent 


Name and Dividend High Low Price 


1927 Price Range 
Recent 


Name and Dividend High Low Price 


Albert Pick Barth wit....... 13% 12% 18% Mountain Producers (2.40)t.. 26% 245 24 
Aluminum Co. of Amer...... 73 170% 72 a seal age iastt. ieee 3” ay 
eee le 
Amer. Cigar (8) ........-++- 148% 117 12 = Nidissing Mining (@0c)*..._. 10% 7% ty 
Amer. Gas & Elec. (1)ft.... 100% 68% 72% Northern Ohio Powert....... 138% 9% Ny 
Amer. Seating (3) .......... 46% 42% 44% Pacific Steel Boiler* (1)..... 12% 11% 12 
Amer. Super Power A (1.2)¢ 29% 27% 29% Puget Sound P. & L.t.... .. 338% 28% 284 
Amer. Super Power B (1.2)t. 30 28% 29% Rand Kardex, new (8)...... 13% 57 105, 
ESN a 20% 17% 11% Reo Motor (80c)t............ 23% 19% 29 
OS ee ss 0 8 1% «= Btokoubacker Motors? .- . ..- 1% 0.11 0.15 
Centrif. Pipe (1)* 18% 18% 16% t Creek Producers (2%)t. 32 30 30% 
Aes alle MOE ra ey Servel Corporation Af........ 10% 7% 9g 
Cities Service New (1.2)T.... 58% 40% 51% Southeast Pwr. & Lt. newf.. 32% 29%, aly 
Cities Service Pfd. (6)f..... 92% 87 89% So’east Pwr. & Lt. Pfd. (4)t 71% 67% Ty 
Consol, Gas of Balt, (2%)... 538% 50% 53 Dtnts Motora® ..0..c0sicccree 21 4 
Consolidated Laundries (2)*.. 22% 20 20%  j Tidewater Associated (1.2)+. 23% 18% 19% 
Curtiss Aerot ............... 25% 19 28% — i. Assoc. Pid. (6)t.. “ 02% 92% 
Curt 3 WOON RMI” canoscceviccessc: fe , 6% 
Du wee = oo ed — oe Tobacco Products Exportf.... 38% 8% 3, 
cage capes uae eta kg 5,  fubize Artif. Silkt.......... 4 145° 190 
Elect. Bond & Share (1)t.... 72% 67% 685% Ynited Electric Coal (1.10).. 26% 23 9% 
Electric Investorst .......... 87 82% 34 


Ford Motor of Canada (20)t.. 500 411 460 


General Baking A (5)*...... 68% 56% 60% 
General Baking B*........... 1% 5% 5% 
Gillette Safety Razor (3)t... 95 87 8914 
Glen Alden Coal (10)f....... 179 165 166 

Goodyear Tire & Rubberf.... 41% 28% 41% 
J ee eee - 96% 92% 98% 
Happiness Candy Store (50c). 7 6 by, 
Hecla Mining (2)T.......... 15% 12% 14% 
International Utilities B..... 5% 3 4% 
Land Co. of Floridat......... 36 26 26 

Lion Oil & Refining (2)*..... 27% 24 26% 


Metro Chain Storestt........ 33% 30 32 


STANDARD OIL STOCKS 


Continental Oil (1)f......... 225% 19% 

Humble Oil (1.2)f. ......... 623%, 54 554 
International Pet. (50c)t.... 383% 30% 30% 
ee ih le AT 644%, 57% 58 
Prairie Oil & Gast.......... 55%, «49%, «49% 
Standard Oil of Ind. (2.5)f. 74%, 66% 67% 
eee 1104, 95% 105% 





* Listed in the regular way. 
t Admitted to unlisted trading privileges, 
tt Application made for full listing. 





OME selling by timid holders who 
were frightened out by new reports 
of price cutting in the petroleum 
industry has lowered the general price 
level of oil shares on the Curb and ex- 
aggerated the outward appearance of 
irregularity in a market that was 
otherwise fairly strong. Overproduc- 
tion has been the fly in the ointment of 
the oil industry for the past five or six 
years and when a semblance of over- 
production raises its head, many trad- 
ers are inclined to hastily liquidate. 
Within the industry, opinions differ as 
to whether a reversal in the price trend 
of crude is likely to materialize shortly 
with a majority on the optimistic side. 
While storage is taxed to capacity in a 
number of fields and some distress oil 
is coming on the market, nevertheless, 
the fact is not to be overlooked that a 
seasonal pick up in consumption is near 
at hand. Undoubtedly a critical stage 
has been reached in the normal relation 
between supply and demand, but on the 

optimistic side one has to consider the 
probability that the latest reductions 

may be adequate corrective measures. 





In this type of market investors 
continue to pick out stocks of semi- 
investment caliber which are available 
on an interesting basis for current in- 
come and the long range price outlook. 
An issue of this type is American Cigar 
common, which reached a high of 148 
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this year and is now selling at around 
125 to yield 6.4 per cent current income 
from an $8 annual dividend. Through 
revaluation of an interest in the former 
Havana Tobacco Company which the 
parent company carried through a re- 
organization in 1924, about 3.5 million 
dollars was added to the current value 
of security holdings at the end of 1926. 
In the latter part of the past year, 
however, a 33 per cent stock dividend 
was paid and consequently the asset 
position of the shares was not changed 
materially aside from the elimination 
of 3.3 million in good will patents, etc., 
from the books which was essentially a 
bookkeeping transaction. 

Through this procedure, the potential 
profit to the company from the en- 
hanced value of the securities of its 
subsidiary is somewhat lost sight of, 
especially as the current market level 
would suggest an  ex-stock-dividend 
price when compared with former 
levels. The actual earnings last year, 
aside from any enhancement in security 
holdings is roughly equivalent to $12 4 
share on the present capitalization. 
From the standpoint of earnings, last 
year was one of the vest in the history 
of the company and establishes 4 
definite trend of improvement from the 
considerably less favorable years from 
1920 to 1924. With a good outlook for 
the present year the shares should 
prove to be a favorable long range I 
vestment at the current price level. 
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(Continued from page 1033) 
try for a six point gain you have three 
Josses to one gain. 

No matter what system you use, you 
will find that the total losses among 
the thousand men in your tables will 
exactly equal the total gains if these 
men have a 50% record of success. 

No kind of “system” can make the 
gains overbalance the losses. Only 
trained judgment to improve the 50% 
average can do that. But the system 
you use does very greatly affect the 
chance that you, personally, will be 
the one who loses his money. As an 
illustration, Table Number 1 gives you 
905 chances in a thousand of making a 
profit, while Number 2 gives you 377 
chances. 

Similarly you can work out a system 
which permits one man to make a mil- 
lion while 999 go broke, or allows one 
man to go broke while the other 999 
divide his thousand among them. 

But nothing but judgment can make 
the total gains exceed the total losses. 

I present these tables with the hope 
that many of my readers will find 
them of interest, and that they may be 
able to work out tables which will tell 
actually what risks they assume in 
various practices. 








AN EDUCATIONAL FUND FROM 
INSURANCE 
(Continued from page 1009) 








to have a clause in the policy to the 
effect that the money is intended solely 
for the purpose designated, and that it 
cannot be assigned by the beneficiary 
nor diverted to creditors or other claim- 
ant. Against the possibility of the 
child not living to use the proceeds of 
the insurance, another beneficiary could 
of course be named by the insured. 

It is frequently considered desirable 
to plan that the payments be made in 
uneven amounts,—as, for instance, a 
lump sum of $300 in October and in 
the early spring following, to meet the 
hecessary tuition payments required 
by the college at those periods, in addi- 
tion to the usual living expenses of the 
student; leaving an income of $50 a 
month payable to the student during 
the remaining eight months of the col- 
lege year. The vacation period may be 
left unprovided for, because there 
would be no college expense at that 
time, and the student could either spend 
his holidays at home, or if he is of a 
thrifty disposition could get some re- 
munerative employment to tide him 
over the summer, 

The inclusion of the Disability Bene- 
fit with the policies issued for this 
educational course would still further 
guarantee that your wishes would be 
attained, for, in event of your becom- 
ing permanently disabled at any time 


during the premium-paying period of 
the Endowment, no further premium 
would be required although the En- 
dowmen: would still be payable in full 
when the child attained college en- 
trance sc—at maturity of the policies. 
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The Securities of 


the Bell Telephone 
System are based 
on Service # x « 


to physical properties of the 
System have a book value of 
more than $2,800,000,000, but be- 
sides that there is a scientific and 
technical force of 5,000 people 
engaged solely in seeking to fur- 
ther develop the science of tel- 
ephony and to improve methods 
for making theservice better. The 
activities of this force furnish de- 
pendable assurance of continued 
improvement in the plant of the 
System and its service to the 
public. 





The stock of A. T. & T., parent company 

of the Bell System, can be bought in the 

open market to yield a good return. Write 
for booklet, “‘Some Financial Facts.” 








SECURITIES CO. hae 


D.F. Houston, President 
































: . contained in the folder. 
Write or Wire 
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Magssenger”’ 
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; with Detachable Warrants 
If you’re F 
running out sl 
of health Bonds with 
run down to Conversion Privileges 
Atlantic City Our Folder, just prepared, com- 
and get a pares common stocks and bonds 
new supply! as investments and suggests bonds 
with these features as combining 
Low rates the advantages of both. Two 
and warm welcome. lists, briefly describing thirty. im- 
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Preferred Stocks 


of 


Electric Light 
and Power 
Companies 


Dividends free from 
Normal Federal Income Tax 


We have prepared a Spe- 
cial List containing a num- 
ber of carefully selected 
issues in this group. The 
yields range from 7.00% 
to 7.50%. 


A copy of this list will 
be furnished investors 
upon request. 


MCDONNELL & CO. 


120 BROADWAY 
NEW YORK 
Members New York Stock Exchange 





SAN FRANCISCO 


Life Insurance 
Stocks 


have built up huge surpluses and 
have paid generous dividends for 
many years. 

Being under State supervision of 
the most rigid kind, they present 
an unusually safe investment. 

$10,000 of the capital stock of 
the Prudential, purchased twenty 
years ago. would have brought 
you over $500,000. 

$10,000 of the capital stock of 
the Union Central Life Insurance 
Company, purchased twenty years 
ago, would be worth today, over 
$250,000 and would be paying 
you $15,000 a year income. 

The National Life and Accident 
Company has paid from 1920 
to 1925 inclusive, $29,666 in cash 
and $30,000 of stock on an orig- 
inal $10,000 investment in 1920. 

We have compiled some interest- 
ing facts regarding life insurance 
stocks which we will be glad to 
send to any interested investor. 


Ask for Circular M 


J. L. Marks & Company 


30 NORTH LA SALLE STREET 
CHICAGO 





—— 


San Francisco Stock and 
Bond Exchange 


HIS table is published regularly for the convenience of 
those of our subscribers and readers who are, or may be, 
interested in leading Pacific Coast securities. 


Bank and Public Utility Stocks 


-——1927__, Last Sale 

Div. Rate High Low Mar. 17 
Anglo & Londen Paris Nat. Bank F 232 195 215 
Bancitaly Corporation r 1144 931% 110 
Bank of Italy 7 679% 537. 678 

East Bay Water A Pfd R 9 96%, 974% 

Federal Brandes owes 9% 13% 
Great Western Power Pfd f 103 103 
Key System Prior Pfd a 40 as 
Los Angeles Gas Pfd J 99% 100 
Pacific Telephone & Tel. Pfd F 102 104 


Industrials and Miscellaneous 


Alaska Packers’ Assn 8.00 185 165 
California Packing 4,00 69% 
California Petroleum . 2.00 33 
Caterpillar Tractor, new i 30 
Emporium Corporation f 39 
Fireman’s Fund Insurance . 39 
moseer ® Mielster (Om:) ......6 0. ccccc ccc cece ‘ 138% 
Hale Brothers A 36% 
Hawaiian Coml. Sugar 50 
Hawaiian Pineapple 55% 
Home Fire & Marine ; ‘ 32% 
Honolulu Cons. ; 414% 
Hunt Brothers Packing ‘‘A’’ A 261% 
Illinois Pacific Glass ‘‘A’’ F 845% 
North American Oil 

Paraffine Common 

Richfield Cons, Oil 

Schlesinger A Common 

Shell Union Oil . 

Southern Pacific 

Sperry Flour Common 

Spring Valley Water 

Standard Oil of Calif 

Union Oil Associates 

Tg . 

Union Sugar Common........................ 

Yellow & Checker Cab ‘‘A’’ 

Zellerbach Corporation 
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WHERE ARE THE PROFITS IN RADIO? FORTY-FIVE YEARS WITHOUT LOSS TO 
If you want to reap some of the profits ANY INVESTOR 
from this remarkable indusrty, you will The well-known firm of investment bankers 
want to read this interesting 24-page booklet who bring out this booklet have endeavored 
issued by a prominent company, which will in the 1925 edition to present a comprehen- 
be sent free on request. Ask for 389. sive story of the business methods which for 
AN INVESTOR CATECHISM 44 years have insured the safety of all their 


An interesting booklet which describes with- underwritings to the end that no investor 
out bias the weak and strong points of has ever suffered a loss or been compelled 


various types of investment, including to wait even a single day for the payment 

stocks and bonds. All investors should have of principal and interest upon his securities. 
this booklet; it is given away free by one (217) 
of the oldest and most conservative bond ROOSEVELT HOTEL—PITTSBURGH, PA. 
houses in the country. Send for your copy. A circular describing 7% ten-year Collateral 
: Trust Sinking Fund Gold Notes, in denomi- 

“RULES FOR SAFE INVESTMENT”’ nations of $500 and $1,000, carrying a bonus 
Knowledge gained over a long period of of 2 shares of capital common stock. There 
years makes it possible to determine whether is no common stock for sale. This hotel is 
a given spot in a city will have a growth Pittsburgh’s largest and newest, containing 
in property value which will be steadily in- over 600 rooms. Additional income will be 
creasing. This is only one of the important secured by the renting of space for shops on 
factors of safety of Real Estate Bonds first two floors. Pittsburgh brokers predict 
which are explained in this booklet. Ask this hotel will be one of their city’s out- 
for 327. standing successes, as the need of a modern 

WHY A “NATIONAL UNION” FOR SAFETY commercial hotel of this type has long been 
If you are seeking first mortgage bonds that recognized as a major necessity These notes 
are guaranteed—that are insured—that are are being issued by a prominent Philadelphia 
protected—send for your free copy of this house. Send for your free copy. (392) 
interesting booklet. Ask for 356. A SUGGESTION TO INVESTORS 

AN UNUSUAL ype RECORD FOR This booklet explains in detail the features 

INVESTORS AND TRADER: of Odd-lot investing. If interested, the 
Illustrated circular and of sheets prominent N. Y. Stock Exchange firm issuing 
used in superior loose-leaf system of eleven this booklet will be pleased to send you & 
forms and monthly index, 7%” x 5”. (260) complimentary copy. Ask for 278. 
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THE BANK BLOC RULES 
(Continued from page 976) 
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could force it through the late Con- 
gress they would avoid a future contest 
in the open, and that once the charters 
were made perpetual the bankers’ propa- 
ganda would be powerful enough to 
keep them there. I do not say that the 
Federal Reserve System is all bad, but 
practices have grown up in it which 
ought to have been thoroughly investi- 
gated before the charters were per- 
petuated. The system has the power 
today to crush the very life out of the 
citizen. Witness what its blighting de- 
flation achieved in 1920; millions of 
farm people were ruined. 

The extension of the lending powers 
of the national banks is in the interests 
of bad banking. It permits national 
banks to lend on real estate security; 
it permits them to make much larger 
loans for stock exchange purchases 
than the law formerly did; and it 
facilitates loans for speculation in com- 
modities. Moreover, it puts the na- 
tional banks—commercial banks—into 
the investment security business. 

The McFadden law is a dangerous 
measure in that it surreptitiously in- 
augurates national branch banking, 
fastens a Federal Reserve System of 
sinister power for evil upon the coun- 
try and deliberately introduces un- 
sound and speculative banking into the 
class of banks the people have re- 
spected because of their exclusion from 
the realm of unsafe banking. It was 
forced through Congress by a relent- 
less lobby and saved from merciless 
publicity in the Senate by the applica- 
tion of cloture. I hope and trust that 
another Congress will not regard it is 
an accomplished fact but will dare to 
stand against the powerful influences 
making for financial centralization and 
economic oligarchy. 











BUTTRESSING THE FEDERAL 
RESERVE SYSTEM 
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Federal Reserve System; state banks 
may enter or withdraw at will.) The 
laws of twenty-two states authorize or 
permit their banks to have branches. 
National banks are forbidden to estab- 
lish branches. In the House the origi- 
nal bill was loaded with objectionable 
amendments, which would have limited 
the contemplated right of national 
banks to have branches to such banks 
in those states as heretofore have per- 
mitted branches of state banks. Thus 
the effect was to limit national branch 
banking to 22 states and exclude it 
from 26 states. This was the chief 
cause of the long deadlock between the 
(Please turn to page 1039) 
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MARKET STATISTICS 


N. Y. Times 
N.Y.Times Dow, Jones Avgs. —50 Stocks 
40 Bonds 20Indus. 20 Rails High Low Sales 


Thursday, Mar. 3.. 90.39 160.89 126.57 146.69 144.52  1.775,590 
Friday, Mar. 4.... 90.87 159.68 125.78 147.28 144.79 2,135,460 
Saturday, Mar. 5.. 90.31 159.23 125.21 145.62 144.44 914,190 
Monday, Mar. 7... 90.21 158.62 124.69 145.07 143.58 1,566,491 
Tuesday, Mar. 8... 90.17 158.84 124.93 144.97 142.94 1,708,747 
Wednesday, Mar. 9. 90.35 159.86 125.51 146.24 144.48 1,783,785 
Thursday, Mar. 10. 90.42 160.87 126.24 147.42 145.64 1,913,881 
Friday, Mar. 11... 90.47 160.18 127.92 147.94 146.06 2,056,520 
Saturday, Mar. 12. 90.54 160.73 129.39 147.62 146.58 919,410 
Monday, Mar. 14.. 90.53 161.43 127.14 148.66 146.62 1,831,470 
Tuesday, Mar. 15.. 90.57 160.03 126.01 148.28 146.10 1,992,665 
Wed’day, Mar. 16.. 90.69 161.61 127.26 148.38 145.78 2,072,812 
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(Continued from page 1037) 


Senate and the House over the bill. If 
ever a bill was conceived which con- 
stituted a most shocking attempt at 
the invasion of the rights of the states 
it was this bill as it passed the House. 
It undertook by federal statute to con- 
frm banking privileges in 22 states 
which it thereafter perpetually denied 
to banks in the other 26 states. It 
would, for illustration, have confirmed 
the rights of national banks in New 
York in their existing privileges and 
it would have denied those same privi- 
leges in the adjoining state of Penn- 
sylvania. 

“In its house form, the bill was, on 
the other hand, a bold invasion of the 
rights of state banks. The Senate so 
amended it that the Federal Reserve 
Board shall not hereafter invade the 
charter rights of state banks by regu- 
lations that amount to the assumption 
of legislative functions. 

“In general, the McFadden law per- 
mits national banks to establish 
branches within the corporate limits 
of the municipalities in which they are 
situate, subject to certain other limita- 
tins, provided their states permit 
state branch banking. 

“There are other features of the 
law which tend to improve the position 
of national banks and make national 
charters more desirable than they have 
been. 

“As the Senate altered the House 
bill it is a constructive measure.” 











MODERNIZING THE NATIONAL 
BANKING SYSTEM 


(Continued from page 974) 








interpretation of the term being left 
to the Comptroller of the Currency. It 
is anticipated that the Comptroller’s 
regulations under this provision will 
act as a safeguard not only to the 
banks but also to investors in this class 
of securities. 

The subject of real estate bonds re- 
ceived the most careful attention of 
Congress in drafting the act. The de- 
velopment of the real estate bond busi- 
ness in the last few years has been 
most interesting. There is no branch 
of the investment business that is in 
more need of careful scrutiny and legal 
safeguards so far as the national banks 
are concerned, as well as their patrons. 
Under the old law this class of invest- 
ment was entirely excluded under the 
Comptroller’s regulations, it being held 
that they were nothing but real estate 
security loans and therefore not com- 
patible with the general prohibition of 
such loans by National Banks. As the 
law stands amended national banks 
may now invest in such bonds but may 
not make loans on them. Herein, Con- 
gress for the first time makes a clear 
distinction between loans and invest- 
ments. 

Many other provisions of the act 
have a direct interest for the investing 
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When present of- 
fering of 000 
shares have been 
sold the corpora- 
tion will add its 
third apartment 
house to. the 
Chain. <A_ Block 
of 3,000 shares 
will then be of- 
fered at $17.50 
per share to pur- 
chase the fourth 
building. 


(3) 


INVESTORS 

you are offered an opportunity to become part owner 

and share in present earnings of the Buildings pic- 
tured above and additional ones to be purchased. 
These Buildings are located on RIVERSIDE DRIVE, one 
of New York’s finest apartment house Boulevards, and are 
valued at $710,000. 
We are now offering 3,000 shares of the Class “A” stock 
of the CRAGMORE HOLDING CORPORATION at $15 
per share at which price it yields 8%. 
The books will close May 1, 1927, on the semi-annual dividend 
of 60 cents per share, which is payable June 1, 1927. 

N. W. MINUSE & COMPANY 


INDUSTRIAL UNDERWRITERS — 299 BROADWAY, NEW YORK 
Phone WORth 9460-1-3667 































N. W. MINUSE & CO. 

29 Broadway, New Vor City ccciscccsccccscvessssccsccesc 1927 
Gentlemen, without obligation on my part please mail me a copy of 
your Statistical Report on Cragmore Holding Corporation, also descrip- 
tive circular. 
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Safety and Over 7% For 
Your Money 


Your investment in the 7% Preferred stock of 
Empire Gas and Fuel Company gives you, if you 
buy the security at its present price, an excellent 
yield of more than 7% on your money. 


Your income is protected by the large net earnings 
of an organization with $300,000,000 in assets— 
an organization which is a leader in the natural 
gas and petroleum industries. 
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GO WALL ST. NEW YORK 
BRANCHES IN PRINCIPAL CITIES 


Please send me, without obligation, full information about Empire Preferred 
stock and the $300,000,000 organization behind it. 
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public, such as authorizing savings de- 
partments; a wider margin for the 
loaning of such funds on real estate 
than has heretofore been the case with 
time deposits, the extension of such 
loan limits to five years; and the 
authorization of the safe deposit busi- 
ness and investments in stocks of safe 
deposit companies; all of which contrib- 
ute to more competent trust business 
management. It is worth noting that 
the national banks may now declare 
stock dividends. 

I think it may be affirmed that the 
new law has modernized the privileges 
and functions of the national banks, 
greatly extended their commercial and 
investment services, put the investment 
security business on a higher plane, 
safeguarded investors, rescued the 
national banks from slow dissolution, 
and assured them a future of growth 
in numbers and resources. It has not 
committed the nation to the branch 
banking system but has set up a back- 
fire that will prevent it from being 
branch-banked involuntarily. Finally, 
it may be said that the Federal Re- 
serve System has been permanently 
built into our national policy. 








INVESTORS SHOULD SCRUTIN- 
IZE CALL FEATURES 


(Continued from page 985) 








the Goodyear Company are callable at 
120 and mature in 1941, or in 14 years. 
They are selling above call price. They 
could be refunded on, say, a 6% basis. 
The difference of 2% per annum for 14 
years is 28%, or 8% above the cost of 
redemption. But the difference of 28% 
is not in the present, being subject to 
discount. Hence, the margin of cal- 
culations is so narrow that it may be 
doubted whether the call privilege will 
be exercised at 120. We thus have an 
eighth caution—the larger the premi- 
um, the less the call possibility, all the 
other factors being equal. 


Not a Correct Premise 


The ninth and in some respects the 
most sophisticated caution is often 
neglected by the tyro among investors. 
He will argue that a 7% bond selling 
at near its call price of, say, 105, is 
not selling to yield less than 6.5%, and, 
hence, that it cannot be refunded at 
5%. It is obvious, though, that the 
fear of a call privilege prevents a price 
from rising far above that call price, 
irrespective of the nominal yield so 
attained. It is perfectly feasible, 
therefore, for a bond that yields 6.5% 
at a call of 105, to be refunded at a 
price to yield 5%. 

In addition to these nine factors, 
there must always be considered the 
capital structure of each company, and 
its working capital position. But these 
are not general principles. The nine 
basic factors have been weighed in the 
case of the bonds listed in the table 
accompanying this article, and the in- 
vestor should heed its implications. 








TRADE TENDENCIES 
(Continued from page 1003) 
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decrease in rail bookings is not unfa- 
vorably construed in general. The firm. 
ness with which hand-to-mouth buying 
has affixed itself to American industry 
and the degree to which manufacturers 
have adapted their policies to it, ne. 
cessitates a more liberal interpretation 
of this, as well as other barometers, in 
terms of present conditions. 

Pig iron prices have firmed in con- 
sonance with steel, but aside from con- 
tract quotas, shipments are not heavy. 





PETROLEUM 











Further Cuts in Crude 


The failure of operators, particular- 
ly in the mid-continent field to heed 
the warning in the price reductions of 
late February, has resulted in continued 
heavy production and accompanying 
further declines in crude prices. Re- 
ports from Seminole fields indicate lit- 
tle inclination to observe the thirty 
day curtailment agreed upon. Appar- 
ently it is the old story of each pro- 
ducer relying on the others to really 
reduce. With storage and tank lines 
heavily congested and the season of 
heavy consumption not yet at hand, it 
is not surprising that price cut has 
followed price cut until, with the fourth 
recently posted, mid-continent crude 
stands at $1.36 a barrel compared with 
$2.62 existing before the initial reduc- 
tion last November. 

It is natural, moreover, that reper- 
cussions of this situation should be felt 
not only in the crude prices in other 
fields but in average levels of refined 
products. All fields except California 
reacted to the reduction some weeks 
ago, and Pennsylvania area made fur- 
ther cut in the price in the first week 
of the current month. Prices of gaso- 
line at refineries have dropped and one 
of the largest producers in the East 
has lately announced a reduction of 4 
cent a gallon in the tank wagon price 
throughout its territory. Marketers of 
this product having avaiable storage 
space will doubtless take advantage of 
this opportunity to acquire large stocks 
in anticipation of coming heavy mo- 
torist demand. Such tendency will 
probably prove a check on much lower 
levels in gasoline, but it will be some 
time before substantial recovery can be 
effected in crude. 





CORRECTION 


In the table of Building Stocks on 
page 818 of the issue of February 26th, 
the dividend rate of Otis Elevator was 
erroneously given as $8.00 with a state- 
ment in the comment that a 15% stock 
dividend had just been paid. Otis 
Elevator pays $6.00 per annum and has 
recently paid a 25% stock dividend. 
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BUYING COUPONS AND 
DIVIDENDS 
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relatively inactive issues. Although 
they are reasonably readily marketable, 
still the investor is not paying a premi- 
um for an active market and in fact 
gains in income return by. sacrificing 
market activity. 

The factor of safety is judged from 
the standpoint of income continuity 
rather than sustained market value of 
the principal. The corporations from 
which the issues originate are sound 
organizations with a good outlook for 
sufficiently. profitable future operations 
to continue income payments as well as 
meet maturity obligations in the case 
of the bond issues. The long range 
price trend and intermediate price 
fluctuations are a secondary considera- 
tion in the choice. The value of these 
groups in the present investment pro- 
gram is represented in the fact that a 
considerably higher than average in- 
come may be obtained from the indi- 
vidual issues and no undue risk is as- 
sumed as far as continuity of income 
is concerned. 

While an investment that is made for 
income return is usually a permanent 
investment, the judicious investor will 
never fail to keep a fairly close watch 
over his holdings. The necessity for 
some regular scrutiny is accentuated 
whenever one departs from the top- 
notches of investment security. The 
type of investment security suggested 
here does not involve any burdensome 
obligation, however, beyond possibly a 
quarterly review of the market status 
of the individual issues and the more 
or less routine watchfulness for called 
bonds, retired preferred stocks, or 
“danger signals” in the official com- 
pany reports. 











ARE PUBLIC UTILITY STOCKS 
GOOD INVESTMENTS? 


(Continued from page 991) 








credit itself with only the first 
section? Should it credit only the cash 
dividends it receives from these compa- 
nies? Or, as in the case of United 
Gas Improvement, should it not only 
credit merely cash dividends but decline 
to consider earnings of companies in 
Which it does not hold substantial in- 
terest, when such companies pay no 
cash dividends? Should it carry its 
investments in subsidiary companies at 
cost or at market? If at market, are 
such write-ups, added to surplus, true 
earnings? 

The practice of crediting holding 
company account with the additions to 
surplus of owned operating companies 
has met with much condemnation from 
muck-rakers,” Yet, it is difficult to 
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NATIONAL ELECTRIC 
POWER COMPANY 


This company, through its subsidiaries, distributes 
electricity to four hundred seventy-eight communi- 
ties in Maine, Pennsylvania, Ohio, Indiana, Michi- 
gan, South Dakota, Nebraska, Kansas, Oklahoma 
and Arkansas and supplies gas to ten communities. 
Its light and power customers include every class— 
residential, commercial, industrial, municipal, urban 
and rural. 


To the conduct of this highly technical and diversi- 
fied business, National Electric Power Company sup- 
plies a skilled and unified management which is 
always alert to rigidly apply operating, engineering 
and financial economies, as well as to maintain good 
service and foster favorable public relations. 
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You and Your Broker 
By Rosert L. SMITLEY 


Knowledge of your broker’s standing and your rights when you are dealing with him, 
are INSURANCE AGAINST LOSSES. _ The bucket-shops could not exist if their clients 
would investigate before placing their funds. 

There are FOURTEEN FACTORS TO CONSIDER before selecting your broker to 
whom you will entrust your savings, and this book will instruct in those factors. It will 
show you the proper methods to adopt in dealing with him. ‘Am I positively certain that 
I am dealing with a reliable and reputable broker?’ and “Do I know my rights when 
dealing with him?” are TWO questions you should settle in your own mind quickly, if you 
are to succeed in your investing and trading. 
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More than 55,472 people are 
placing their savings in our insti- 
tution. Many tell us that their 
success in life is due to the fact 
that they learned to save sys- 
tematically. 


Write for booklet “M” 
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see why these are not real earnings, 
in the public utility and not in the 
mercantile sense. If they represent a 
real addition to potential earning 
power—and in nearly every case ex- 
amined they do—then to exclude them 
is to give a misleading picture of the 
earning power of the system. The nub 
of the controversy should not concern 
the question of whether the holding 
company procedure is well advised as 
much as the question of whether the 
operating company has rightly com- 
puted its surplus. To credit disburs- 
able surplus, or cash receipts only, is 
to translate public utility earnings in- 
to mercantile earnings, which is a real 
confusion. 

With reference to the crediting of 
investments in subsidiary companies, 
the best practice would appear neither 
to credit the securities owned at cost, 
which may be either an under-state- 
ment or an over-statement, or at mar- 
ket, which gives a fictitious character 
to earning power; but at fair valuation, 
intrinsically, provided only that such 
intrinsic valuation is always below 
market. Gains in real value of securi- 
ties held, however, cannot be credited 
as well as gains in surplus of operating 
companies, since in that manner gains 
in book value would have been credited 
twice. 


In all growing pub- 
lic utilities, earn- 
ing power of their 
securities, is not to be based on dis- 
bursable earnings, but on added re- 
tential earning power, ultimately re- 
sulting in greatly enhanced ability to 
disburse earnings. Public utility prac- 
tice, on the whole, has followed sound 
lines. The task of the investor is not 
to criticise the large outlines of public 
utility accounting policy but instead to 
study the individual merits of various 
companies in measuring up to the 
standards set by this standard account- 
ing practice. Public utility stocks, 
when issued by well-managed compa- 
nies, are at least as sound and hopeful 
an investment as those of any other 
economic groups. 


Conclusion 





EIGHTH WONDER OF THE 
INVESTMENT WORLD 


(Continued from page 973) 
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of eighth wonder. Wall Street has 
pondered the reasons for this excep- 
tional bull cycle, but the more pro- 
found its deliberations, the more it 
has inclined to the view that eventually 
there must come a day of reckoning. 
The result has been that, though the 
bears have not enjoyed a real “killing” 
in upwards of six years, and despite 
the fact that short selling has not been 
profitable for any but the most nimble 
operators, they have nevertheless 
grown more tenacious. Among the 
“professionals” unbelief in a_ bull 


market that has transgressed al] ge. 
cepted rules has gained a firmer hold 
and pessimism toward individual 
stocks has struck deeper root with 
each unsuccessful onslaught against 
the bull position. 


Not Discouraged 


Punishment seems not to have de 
terred them. Neither has that ancient 
adage “he who sells what isn’t his’n, 
etc.,” discouraged recruiting of cop. 
verts from the rank and file of average 
market followers, that is, the public, 
Evidence, admittedly intangible but 
none the less clear enough to the close 
student of present day market ten. 
dencies, shows that the number of non. 
professional traders who have come to 
look upon short selling with favor 
has steadily increased in recent years, 

Possibly the unexampled rise of 
prices has had something to do with 
this condition. Meanwhile, education 
and the spread of knowledge concern. 
ing “Wall Street” have combined with 
circumstances to rob short selling of 
its mystery. Hence, whatever funda- 
mental causes may be assigned in jus- 
tification of the prevailing price level, 
the popularizing of short selling un- 
questionably deserves consideration as 
a factor of major importance. If no 
other testimony were available, care- 
ful scrutiny of the accompanying table 
alone would afford convincing proof 
of this contention. Expansion in the 
loaning demand for stocks at least 
shows that the short interest has not 
lost courage, even though its resources 
may have been depleted as a result of 
selling the market too soon. Whereas, 
in early 1924, there were but seven 
leading issues in great enough borrow- 
ing demand to loan “flat,” within the 
very trough of the 1926 spring break 
the number had increased to thirty. 
Moreover, such was the enthusiastic 
demand for some stocks, which the 
pessimistic felt must eventually sell at 
lower levels, that the owners thereof 
were able to exact sub«tantial pre- 
miums for the privilege of lending 
them to eager shorts. 

The rising tide of prices from June 
to August, 1926, failed to materially 
alter this picture. If the earlier short 
interest was forced to cover it must 
have given place to a new group of 
traders who were willing to take up 
the gauntlet. Clearly, therefore, 4 
resumé of supporting influences behind 
the current bull market must give full 
weight to the factor of short selling 
which has taken on proportions here- 
tofore seldom approached for pel- 
sistency and size. 


Increase in Stocks Loaning “Flat” 


The very fact that so many more 
stocks have loaned flat or at varying 
premiums during the past several 
months would indicate that the unfor- 
tunate bears were themselves standing 
in the way of their own success 
Feverish advances in sundry stocks 
that have risen to record high levels 

(Please turn to page 1044) 
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We will be glad to answer any questions regarding Building & Loan Associations 


in any section of the United States. Address Building & Loan Ass’n Dept., 
c/o The Magazine of Wall Street, 42 B’way, New York City 
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As De Sow 
So Shall De Reap 


Any person saving $50.00 each 
month with us, for about eleven 
years, will have an account with a 
cash withdrawal value of $10,000.00. 
Were they to re-invest this in se- 
curities paying 6%, they would 
have, for the balance of their life, 
an income of $50.00 per month. If 
re-invested at 7%, nearly $60.00 per 
month. 


Other amounts in proportion. 
also 
7% and 8% Certificates 
Liberal withdrawal privileges. 


The largest Building and Loan Association 
in San Antonio and Southwest Texas 


Resources Over $3,000,000.00 


Ask for Booklet 
“Where Dollars Grow” 


SAN ANTONIO BUILDING AND 
LOAN ASS’N 


San Antonio, Texas 
































7% Cash Dividend 
Certificates 


Dividends payable July 1st and January 
Ist. All vende may be withdrawn with- 
out deduction at any time, subject to right 
to require 30 days’ notice. 
Issued in any multiple of $500.00. Safety 
assured by Old Line Building & Loan 
Plan, under State Supervision. Our Loans 
average only 46.7% of the appraised value 
of improved real estate security. 
Ask for Literature. 

NORTH TEXAS. BUILDING & 

LOAN ASSOCIATION 


78 Ninth St. Wichita Falls, T 
Assets exceeding, $1,300,000.00 





Principal Plus 6°, to 7% 
Plus Safety! 


Absolute safety often stops at 4% or 5%. West End Building and Loan 
offers unquestioned safety in investments at 644% to 7%. 





The West End Building and Loan has grown to be New Jersey's largest 
building and loan organization. Disinterested service, experienced 
management, conservative first mortgage loans on improved property— 
these have been the prime factors in its consistent growth for almost 40 
years. Assets are now $30,000,000 and growing. 


Write or call for interesting, informative lit- 
erature on the diversity of opportunities in 
West End Building and Loan _ investments. 


THE WEST END 


BUILDING & LOAN ASSOCIATION 
OF NEWARK. N.d 
806-868 BROAD ST. NEWARK. NJ. 


Assets over $30,000,000. Under the direct supervision of the 
Department of Banking and Insurance of the State of New Jersey. 
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FULL PAID 
1% CERTIFICATES 


Dividends Payable July 1st and 
January Ist 


Instalment and Prepaid Certificates 
ire participating and are earning 


Under State Supervision, and re- 
quired by law to invest all funds 
in First Mortgage Notes on im- 
proved real estate, 

Located at El Paso, Texas, where 
Teal estate values are not inflated. 


People’s Building & Loan Association 
Authorized Capital $15,000,000 
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205 No. Oregon _ El! Paso, Texas 





























Florida’s Safest 


Payable Quarterly Investment 


Lakeland Building and Loan Association 
Guaranteed Capital, $2,000,000 


RETURNS 8% WITH 
100% SECURITY 

5-Year Full-Paid Time Certificates. 

Issued in bond form. Amounts, $50 


Shares for sale at par, $100.00 per share, 
to $10,000. Interest coupons attached. without bonus or commission of any kind. 
Protected by the safest mortgages 


Pays 8 per cent per annum, in quarterly 
known—conservative loans on hun- installments of 2 per cent, January first, 
dreds of modern city homes. And April first, July first, and October first of 
further protected by our permanent each year. Owners of these shares have 
capital. Under State supervision. no taxes to pay, no insurance to look after 
Write for Folder “C.” 


and no titles to bother with. _ Money 
Silver State Bldg. & Loan Assn. 


available any time and no notice of desire 
to withdraw is required. 
1648 Welton St., Denver, Colo. 
Member Col State League and United States LAKELAND BUILDING AND 


Let Us Send You Booklet 
orado 
League of Building and Loan LOAN ASSOCIATION 








Box 35 LAKELAND, FLORIDA 
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Earnings Show 
Remarkable 
Increase 


during the past year. Mak- 
ing a “repeat order” prod- 
uct, used in consumer 
replacements day after day 
in 5,000,000 homes, the 


Gold Seal 
Electrical Co. 


has a tremendous field for 
its nationally -advertised 
and distributed line. 


We recommend for investment 
the securities of this prosperous 
Company which has just de- 
clared a special dividend. It 
is especially attractive at pres- 
ent prices. 


Send for free Descriptive 
Circular M 


Wm. Paul Buchler & Co. 


INCORPORATED 


Investment Securities 








660 Madison Ave. 
Regent 1993 


50 Broad Street 
Hanover 7026 

















PUTS & CALLS 


If stock market traders under- 
stood the advantage derived from 
the use of PUTS & CALLS, they 
would familiarize themselves with 
their operation. 


PUTS & CALLS place a buyer 
of them in position to take ad- 
vantage of unforeseen happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 
Specialists in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones, Hanover 3860-1-2-3 




















Bonds for Investment 


Newburger, Henderson & Loeb 
1512 Walnut St., Philadelphia 


100 Broadway, New York 
Member N. Y. & Phila. Stock Exchange 




















(Continued from page 1042) 

in the face of mediocre earnings, un- 
questionably, is open to the suspicion 
of manipulation with “squeezing” of 
the unwary shorts as its chief objective. 

Lured by misleading precedent to 
believe that the general market could 
not endure beyond the _ established 
term of former bull movements or be 
long sustained above old selling zones, 
the shorts have fallen into one trap 
after another. Better informed and 
more powerful interests have taken 
advantage of unlucky campaigners 
against seemingly over-exploited and 
inflated stocks to push these same 
issues the higher. 

By gathering in the easily controlled 
floating supply of stocks in companies 
of relatively small capitalization, bull 
operators have experienced no great 
difficulty in turning the short interest 
to good account. Using it on the one 
hand as a lever to push prices higher, 
they have extracted additional tribute 
in the form of premiums. 

In the case of companies of larger 
capitalization, it is probable that the 
supply of stock loosely held and not 
lodged with permanent holders is to- 
day not as great as formerly. Along 
with expansion in stocks exchange 
listings, there has been a growing dif- 
fusion of security ownership among 
the “army of small investors.” This 
widening distribution of stocks has 
tended to cut down the number of 
shares available for purely speculative 
purposes, thus helping to sustain price 
levels. At the same time, it has in- 
creased the difficulties of the shorts 
by facilitating constructive manipula- 
tion. In other words, increased ab- 
sorption of stocks of companies with 
relatively generous capitalization has 
tended to put them in something of 
the same position as those whose share 
capitalization permits easy control of 
the floating supply. 


Wide Distribution? 


Short selling would thus appear to 
present more difficulties under existing 
conditions than in former times. Never- 
theless, it is not to be assumed that the 
business of selling short is to become 
a lost art. So long as the short in- 
terest remains overcrowded, it will 
probably prove a stumbling block to 
its own operations. Once it is ma- 
terially reduced, however, stocks that 
have been pushed upward at the ex- 
pense of the shorts are likely to be in 
a more vulnerable market position than 
ever, particularly those that have been 
guilty of over-discounting inherent 
merit. 

And again, wide distribution of stock 
ownership which is now of material 
aid to the bull position may conceivably 
prove a two-edged weapon. In other 
words, should a real bear market 
eventually follow the present bull 
cycle, as it has all others, liquidation 
of long holdings on the part of in- 
vestors is apt to be in direct propor- 
tion to the extent of distribution that 
has been taking place in recent years. 
The bear would then have his day. 


ieee UBT is 








+. 


THE BUSINESS OF TRADING 
IN STOCKS 


(Continued from page 993) 








————S 
strength in its “T” Curve during the 
Spring slump in the Automobile Price 
Index. At this writing, the “T” Curve 
continues to register new highs, while 
the “I” Curve hangs dull and sluggish 
about half way between its record high 
on October 2 and the bottom of its re. 
action on November 20. In the writer’s 
opinion, this indicates that the market 
for General Motors has been merely 
engaged since October in absorbing the 
enlarged floating supply created by the 
50% stock dividend paid in September 
(our curves are compensated for stock 
dividends). 

These “T” and “I” Curves, read in 
conjunction with the weekly volume of 
sales as platted in the accompanying 
graphs, yield other indications of def- 
nite forecasting value. Among these 
we may mention two. Continued droop- 
ing of the “T” Curve, while the “I” 
Curve remains almost stationary, and 
the group index is advancing, points 
to an over-sold condition of the stock 
which must soon lead to a sharp rally 
on short covering (See Hudson Motor 
Graph—May and June). Conversely, 
continued buoyancy of the “T” Curve, 
while the “I”? Curve remains dull and 
almost stationary, and the group index 
is declining or merely stationary, point 
to a decreasing floating supply through 
accumulation, and a pending rise in the 
stock (See General Motors Graph— 
first five months of 1926, and first two 
months of this year). The opposite 
indications point to a weaking techni- 
cal position, and an ultimate decline. 
Furthermore, a sharp rise or drop in 
the “T” Curve, accompanied by only a 
slight price change in the “I” Curve, 
with abnormally large or small volume 
of sales for the week, usually points 
to a nearby turn in the stock’s trend. 


Every trader has 
observed that it 
is easier to get in 
right than to 
know when to get out. This is partly 
because your judgment is clearer when 
starting with a clean slate. But tie 
chief explanation is that, when making 
a fresh commitment, you have a great 
variety of issues from which to select, 
and may choose your own time. Once 
in, however, there is only one issue to 
close out, only one best time to act, 
and your judgment is likely to be preju- 
diced by the mere fact of being com- 
mitted to that particular issue. ‘ 

The most profitable time to get in is 
when a pool begins to mark a stock up 
or down, and this is frequently heralded 
by the circulation of rumors. A trader 
who has sized up the technical position 
correctly need not be concerned as 
whether such rumors are correct oF 

(Please turn to page 1046) 
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New Issue 


This advertisement appears as a matter of record only. 


$15,000,000 
Republic of Peru 


Secured 7% Sinking Fund Gold Bonds, 1927 


A substantial amount of this issue has been reserved for sale in Europe, through Selig- 
man Brothers and The National City Company, London, and through Pierson & 
Company, Netherlands Trading Company, and Mendelssohn & Company, Amsterdam. 





Dated March 1, 1927 Due September 1, 1959 





Interest payable March 1 and September 1. Principal, premium and interest payable in United States gold coin of the present 
standard of weight and fineness, in New York City at the office of J. & W. Seligman & Co., Fiscal Agents, free 
from any Peruvian taxes present or future. Coupon bearer bonds in interchangeable denominations of 
$1,000 and $500, redeemable on any interest date, in whole or in part, at 105 and accrued interest. 


A Cumulative Sinking Fund will be provided, calculated to retire all these 
Bonds by maturity through semi-annual drawings at 105 and accrued interest. 


CENTRAL UNION TRUST COMPANY OF NEW YORK, TRUSTEE 


His Excellency, M. G. Masias, Minister of Finance of the Republic of Peru, has summarized his letter to us as follows: 


General: The Republic of Peru is the third largest country in South America, with a population estimated at 
———._ 6,000,000. It is rich in minerals and in agricultural resources. It is the world’s third largest producer 
of silver and for many years it has exported large quantities of low cost copper. Its petroleum resources, considered 
of great potential value, are being rapidly developed by American and other foreign capital. A wide range of climatic 
conditions results in diversified agricultural production, the chief products being cotton and sugar. 


Purpose of the Loan: The proceeds of this loan will be used to the extent of approximately $3,000,000 to 
retire outstanding indebtedness, and the balance for the purchase of machinery and 
plants for the manufacture of tobacco products and for construction of railroads and irrigation and sewage systems, 


Security: These Bonds will be the direct obligation of the Republic and, after the retirement out of the proceeds 
———- of this Loan of the $3,000,000 indebtedness above mentioned, will be secured by a first lien on the gross 
revenues of the Government tobacco monopoly. These Bonds will be the first series of an authorized issue of £5,- 
000,000 sterling or the equivalent in dollars, $24,332,500, at par of exchange. Bonds of other series may not be 
issued to mature prior to these Bonds, nor unless the gross tobacco revenues during the three years immediately pre- 
ceding shall have averaged, and for the year immediately preceding shall have equalled, at least one and one-half times 
the maximum service charges on all the Bonds to be outstanding. 


Revenues: The revenues pledged to secure these Bonds averaged annually for the three years from 1924 to 1926 
———_ inclusive £P1,077,957, equivalent to $4,279,490 at the average rate of exchange prevailing during the 
period ($3.97 per Peruvian pound). This sum is more than 3% times the annual interest and sinking fund require- 
ments on these Bonds. 





These Bonds are offered when, as, and if issued and received by us, subject to prior sale and subject to the approval of our counsel, 
Messrs. Cravath, Henderson and de Gersdorff and associate Peruvian counsel. Interim receipts or temporary bonds 
will be deliverable in the first instance. 


Application will be made in due course to list these Bonds on the New York Stock Exchange 


Average yield 7.48%, 





Price 9614 and accrued interest. 


J. & W. Seligman & Co. The National City Company 
E. H. Rollins & Sons Graham, Parsons & Co. 
F. J. Lisman & Co. Ames, Emerich & Co. 


INCORPORATED 


The above statements are based on information received, partly by cable, from official and other sources, While not guaranteed, we believe 
them to be reliable, but they are in no event to be construed as representations by us. 
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Meetings 





SOUTHERN PACIFIC COMPANY 
NOTICE OF MEETING 
165 Broadway, New York, N. Y., Jan. 3, 1927 

The Annual Meeting of the Stockholders 
of the Southern Pacific Company will be 
held at the office of this Company in 
Anchorage, Jefferson County, Kentucky, 
on Wednesday, April 6, 1927, at 12 o’clock 
noon, standard time, for the following pur- 
poses, viz.: 

1. To elect fifteen Directors. 

2. To transact all such other business as 
may legally come before the meeting, in- 
cluding the approval and ratification of 
all action of the Board of Directors and 
of the Executive Committee since the last 
annual meeting of the stockholders of this 
Company, 

For the purpose of the meeting, the 
books for the transfer of stock will be 
closed at 3 o’clock P. M., Monday, March 21, 
1927, and will be reopened at 10 o’clock A. 
M., Thursday, April 7, 1927. 

By order of the Board of Directors, 

HUGH NEILL, Secretary. 





Dividends 





THE UNITED LIGHT 
AND POWER COMPANY 


Che Board of Directors of The United Light and 
Power Company has declared the following divi- 
dends on the stocks of the Company: 

A quarterly dividend of $1.63 per share on the © 
Class ‘“‘A” Preferred Stock, payable April 1, 
1927, to stock of record March 15, 1927. 

A quarterly dividend of $1 per share on the 
Class ‘‘B”’ Preferred Stock, payable April 1, 1927, 
to stock of record March 15, 1927. 

A dividend of 60 cents per share payable in 
cash on May 2, 1927, to holders of the old Class 
“A” and Class “B’’ Common Stock, of record 
April 15, 1927. 

A dividend of 12 cents pt share payable in 
cash on May 2, 1927, to all holders of the new 
Class “‘A’’ and Class ‘“B’? Common Stock of 
record April 15, 1927. 

L. H. HEINKE, Treasurer. 


Grand Rapids, March 9, 1927. 








Remington-Noiseless 
Typewriter Corporation 


Preferred Dividend No. 
New York, March 17, 1927. 


The Board of Directors has this day de- 
clared a quarterly dividend of $1.75 per 
share on the Preferred Stock payable April 
1 to stockholders of record April 


HAROLD E. SMITH, 
Secretary. 








DODGE BROTHERS, Inc. 


The regular quarterly dividend of $1.75 
per share on the Preference Stock of the 
Corporation, has been declared, payable 
April 15th, 1927 to stockholders of record 
at the close of business March 28th, 1927. 

R. P, FOHEY, 
Secretary. 





AHUMADA LEAD COMPANY 
The Board of Directors has declared the 
regular dividend of seven and one-half 
(7%) cents and an extra dividend of five 
(5) cents, or a total of twelve and one- 
half (12%) cents per share, payable, April 
4, 1927, to stockholders of record March 


2b, 1927 
J. F. SANKERD, Treasurer. 





MAGMA COPPER COMPANY 
A dividend of seventy-five cents per share has 
been declared on the stock of this Company, pay- 
able April 15, 1927, to stockholders of record at 
the close of business on March 31, 1927. 
H. B. DODGB, Treasurer. 
March 17, 1927. 
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obviously intended to be misleading; 
for his opinion will already have been 
formed regarding the direction of the 
next price movement. 
_ “A stock is never too low to sell, nor 
too high to buy.” This advice from a 
well known operator simply means that 
the trader should follow the trend, re- 
gardless of price. 

News and rumor frequently determine 
the short pull trend; but the long pull 
trend is governed by fundamentals and 
intrinsic value. 

Careful study of volume charts will 
disclose the important fact that, dur- 
ing the course of long price swings, 
there are usually two periods when. vol- 
umes are abnormally large. The first 
of these occurs during the “Clean Up” 
stage in a bull market, and during the 
first stage of distribution in a bear 
market, when the move is about half 
over; while the second appearance of 
abnormally large volumes ordinarily 
indicates that the move is about over 
(See Chapters on Manipulation, and 
Table accompanying Chapter IV). 

The observation applies, not only to 
price movements in single issues, but 
frequently to group and market avera- 
ages. The phenomenon is observable 
whether volumes are platted by the 
day, week, or month (See accompany- 
ing Graphs 1 and 3, for example). 
This discovery was made by the writer, 
and has not hitherto been published. 


Pyramiding in- 
volves adding to 
your line from 
time to time, as 
the price moves 
in your favor. Averaging calls for the 
same procedure, when the stock goes 
against you. In the writer’s opinion, 
neither practice has per se any justifi- 
cation in logic—except as a sop to some 
psychological weakness in the trader’s 
attitude toward the market. Each new 
commitment should be judged solely on 
its own merits, regardless of whether 
or not the trader is carrying the stock 
in question. Suppose you are long of 
a stock, and it has moved either up or 
down. Before buying more of that 
stock, stop and ask yourself if this is 
the most desirable of all stocks on the 
market to purchase now—and whether, 
after all, it might not be better to 
buy some other issue. Treat the 
whole problem as though you were con- 
templating a new trade with a clean 
slate. This is the attitude toward the 
market that a trader must cultivate. 
Until it is achieved he can not operate 
at maximum efficiency. 

On the other hand, there are several 
positive reasons for not adding to one’s 
line. Both Pyramiding and Averaging 
violate the important principle of 
diversification. Averaging violates the 
principle of placing a definite limit 
upon your losses. If you Pyramid, a 
50% reaction (of which there is always 
an even chance) wipes out all your 
profits; whereas, if you had stuck to 
the one original trade, such reaction 
would cancel only half of your paper 
profits, and the judgment would be left 


Pyramiding 
and Aver- 
aging 


clear to decide-whether to cash in this 
lessened profit, or hold for a rally 
Ordinarily, the latter course is prefer. 
able; but it requires a lot of courage 
to sit tight at a critical moment when 
the market threatens to convert goog 
paper profits into what may be a reg} 
loss. 
Hedging In pre-war days, when 
the market moved up or 
down as an integrated 
whole, the trader who went simultane. 
ously long of one stock and short of 
another was looked upon as feeble 
minded. But, with the highly individual. 
istic type of market we have been ex. 
periencing during the past few years, 
Hedging operations are frequently not 
only profitable, but an excellent method 
of diversification and a_ safeguard 
against unexpected reversals in the gen- 
eral market. Inspection of accompany- 
ing Graphs 1 and 2 reveals periods when 
it was feasible to be short of one stock 
and long of another, even in the same 
industrial group, and make money on 
both trades. However, it is usually 
best to go short of the technically 
weakest stock in a weak industrial 
group, and long of the strongest stock 
in some other group that is advancing. 
This greatly reduces the risk of possi- 
ble errors in judgment. 
(Finis) 








WESTINGHOUSE AIR BRAKE 
(Continued from page 997) 








prescribed by the Interstate Commerce 
Commission, and Union Switch & Sig- 
nal is one of two concerns to which the 
greater part of this business is being 
allotted. Due to the difficulties and ex- 
pense involved in this character of 
work, installation is proceeding gradu- 
ally, and while the volume of orders is 
already substantial and continually 
growing, much remains to be accom- 
plished, and a large business is prac- 
tically assured for many years to come. 

Westinghouse Air Brake is con- 
stantly engaged in developing new 
devices adapted to the needs of pat- 
ticular roads as well as of the indus- 
tries which it serves. Furthermore, it 
benefits from the business handled by 
its chief competitor, New York Alr 
Brake, in that the latter manufactures 
under Westinghouse patents and must 
purchase certain parts from the larger 
company. 

With the support of the railway sig- 
nal equipment business, it is logical to 
anticipate for Westinghouse a higher 
average level of earnings than has pre- 
vailed in recent years. Periodic stock 
dividends have been a policy of the com- 
pany in the past, 20% being paid in 
1920 and 35% as recently as 1923. The 
present trend of developments would 
appear to foreshadow something fur- 
ther along these lines, in order to pro- 
vide stockholders with a greater share 
of the profits, and to maintain the cash 
dividend and market price within ret 
sonable limits. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Dividends 





——— 


Public Service Corporation 
of New Jersey 


Dividend No. 79 on Com- 
mon Stock 
Dividend No. 33 on 8% 
Cumulative Preferred Stock 


Dividend No. 17 on 7% 
Cumulative Preterred Stock 


The Board ot Directors of Public Service 
Corporation of New Jersey has declared divi- 
dends at the rate of 8% per annum on the 8% 
Cumulative Preferred Stock, being $2.00 per 
share; at the rate of 7% per annum on the 7% 
Cumulative Preferred Stock, being $1.75 per 
share; and 50 cents per share on the non par 
value Common Stock for the quarter ending 
March 31, 1927. Dividends are payable March 
31, 1927, to Stockholders of record at the close 
of business March 4, 1927. 

Dividends on 6% Cumuiative Preferred 
Stock are payable on the last day of each 
mon 


T. W. Van Middlesworth, 7reasurer. 








Public Service Electric 


and Gas Company 


Dividend No. 11 on 7% 
Cumulative Preferred Stock 
Dividend No. 9 on 6% 
Cumulative Preferred Stock 


The Board of Directors ot Public Service 
Electric and Gas Company has declared the 
regular quarterly dividend on the 7% and 6% 
Preferred Stock of that Company. Dividends 
are payable March 31, 1927, to stockholders of 
record at the close of business March 4. 1927. 


. T. W. Van Middlesworth, Treasurer 





The Bell Telephone Company of 
Canada 
NOTICE OF DIVIDEND 
A' dividend of two percent (2%) has been 
declared payable on the 15th April, 1927, to 
shareholders of record at the close of busi- 
hess on the 23rd March, 1927, 
W. H. BLACK, 
Secretary-Treasurer 
28rd February, 1927. 


WESTINGHOUSE ELECTRIC 

& MANUFACTURING COMPANY 
A Quarterly Dividend of 2% ($1.00 per 
share) on the PREFERRED STOCK of 
this Company will be paid April 15, 1927. 
A Dividend of 2% ($1.00 per share) on 
the COMMON STOCK of this Company for 
the quarter ending March 31, 1927, will be 
paid April 30, 1927. 
noah Dividends are payable to _— 
olders of record + of March 31, 1927 
N H. BAETZ, Treasurer. 
ew York, March a 1927. 
——.._ 


The New York Central Rallroad Co. 
New York, March 9, 1927 
ai Dividend of One Dollar and Seventy- 
a fants ($1.75) per share on the capital 
of this Company has been declared 
pevab May 2, 1927, at the office of the 
eheral Treasurer, to stockholders of record 

at the close of business March 31, 1927. 

H, G. SNELLING, General Treasurer 


MARCH 26, 1927 


Montreal, 








SOUTHERN RAILWAY COMPANY 
New York, March 10, 1927 
PREFERRED STOCK 

A dividend of one and one-quarter per 

cent (14%) on the Preferred Stock of 

Southern Railway Company has been de- 

clared payable on April 15, 1927, to stock- 

holders of record at the close of business 
March 22, 1927. 


COMMON STOCK 
A dividend of one and three-quarters per 
cent (1%%) on the Common Stock of 
Southern Railway. Company has been de- 
clared payable on May 2, 1927, to stock- 
holders of re at the close of business 


April 2, A 
Cc. E. A. McCARTHY, Secretary. 





Warren Brothers Company 


Preferred Stock Dividend No. 100 


Dividends of one and one-half per cent. 
(14%%) on the First Preferred Stock and of 
one and three-quarters per cent, (1%%) on 
the Second Preferred Stock of this Com- 
pany have been declared for the quarter 
ending March 31, 1927, payable on April 1, 
1927, to stockholders of record at the close 
of business — 21, 1927. 

. SUTCLIFFE, Treasurer 
March 10, 1927 


Warren Brothers Company 


Common Stock Dividend 


A quarterly dividend of One Dollar ($1.00) 
per share has been declared on the Common 
Stock of this company, payable on April 1, 
1927, to stockholders of record at the close 
of business March 21, 1927. 

E. SUTCLIFFE, Treasurer. 
March 10, 1927, 


Cluett, Peabody & Co., Inc. 
Preferred Stock Dividend No. 57 


The Board of Directors has declared a 
quarterly dividend of One Dollar and 
Seventy-five cents per share on the Pre- 
ferred Stock of the Company, payable April 
; 27, to Stockholders of record at the 
close of business March 21, 1927. Checks 
will be mailed by the American Exchange 
Irving Trust Company of New York. 

D. A. GILLESPIE, Treasurer 
Troy, N. Y., March 9, 1927 











UNITED VERDE EXTENSION MINING CO. 
Dividend No. 44. 

233 Broadway, New York, March 13th, 1927. 

The Board of Directors of the United 
Verde Extension Mining Company has this 
day declared a dividend of seventy-five 
cents per share on the outstanding capital 
stock, payable May 2nd, 1927, to stock- 
holders of record at the close of business 
April 6th, 1927, Stock transfer books do 


not close. 
C. P. SANDS, Treasurer. 





The Western Union Telegraph Company 
New York, March 8, i927. 
DIVIDEND NO, 232 
A quarterly dividend of TWO PER CENT 
has been declared upon the Capital Stock 
of this Company, — on April 15, 1927, 
to stockholders of record at the close of 
business on March 25, 1927. 
The transfer books will remain open. 
G. K. HUNTINGTON, Treasurer. 





THE UNITED GAS IMPROVEMENT CO. 
N. W. Cor. Broad and Arch Streets 
Philadelphia, March 3, 1927. 
The Directors have this day declared é 
quarterly dividend of two per cent. ($1.0 
per share) on the Capital Stock of this 
Company payable April 14, 1927, to stock- 
holders of record at the close of ae 
March 381, 1927. Checks will be mailed. 
Tt. W. MORRIS, Treasurer. 


By having the latest improved devices 
we Can save YOU 25% on your 


MULTIGRAPHING. Try us. 


LITHOGRAPHED 
LETTERHEADS 


$1 .25 per 1000 


MPLETE 
DELIVERED F. O.B. NEW YORK 
In lots of 50,000 - $1.50 in lots of 25,000 
$1.75 in lots of 12,600-$2.25 in 6,250 lots 


ON OUR 20 LB. WHITE 
PARAMOUNT 
BOND 


A Beautiful, Strong, Snappy Sheet 
HIGHEST GRADE OF ART WORK AND ENGRAVINGS 
GEO. MORRISON COMPANY 
552 W. 22nd St. New York City 
Tel. Chelsea 1447-1448-1449 
Founded 1898 Incorporated 1905 
BOOKLET OF PAPER AND ENGRAVINGS ON REQUEST 
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DELAWARE incorporator; charters; fees 
small; forms. Chas. C. Guyer 901 Orange 
St., Wilmington, Del. 
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MALLINSONS 


H. R. Mallinson, & Co., Inc. 


299 Fifth Avenue, New York City 
March 7, 1927 


Preferred Dividend No, 29 


The Board of Directors of this Corpora- 
tion has declared the regular grartesty 
dividend No. 29 of 1%% on the eferred 
Stock, payable April ist, 1927 to stock- 
holders of record at the close of business 
March — 1927. 

E. IRVING HANSON, ‘Treasurer. 





American Type Founders Co. 


Jersey City, N. J., March 16, 1927. 

A quarterly dividend (No. 100) of one and 
three-quarters per cent on the Preferred 
Stock and a quarterly dividend (No. 117) 
of two per cent on the Common Stock have 
this day been declared, payable April 15, 
1927, to stockholders of ‘record at the close 
of business April 5, 1927. Checks mailed 
by The Bank of America, Transfer Agent, 
44 Wall Street, New York City. 

WALTER S. MARDER, Secretary. 





INTERNATIONAL MIE pe J AND 
TELEGRAPH CORPORATION 
New York, March 10, 1927 
The Directors of the ‘International Tele- 
phone and Telegraph Corporation, at their 
meeting March 10th authorized the regular 
quarterly dividend of 1%% yable 7 
15th to stockholders a record March 2 
Hi, ORDE, trey 
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GENERAL MOTORS purchases material from 
more than 6000 different concerns located in 4661 
communities of the United States and Canada. 
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HEN the Library Bureau Indexer leaves your office, you will be delighted 
with the work she has done! Quietly, smoothly and making hardly a 
ripple in your office routine, she and her corps of workers give you an indexing 
service that is otherwise unobtainable. For here is one of the finest features of 
Library Bureau. It is one of the services that has made Library Bureau famous 


wherever indexing and filing is done. 


If your files are over-loaded with useless 
matter, if they will not produce the facts when 
you want them, if your staff of clerks is out of 
proportion to the amount of work they have to 
do—then you need the services of the Indexing 
and Filing Department of the Library Bureau 


Division of Rand Kardex Service Corporation. * 


Here is real economy—the kind of economy 
that saves time and money without disrupting 
the efficiency of your filing department. Library 
Bureau systems service will create a filing 


department of flawless efficiency, one that will 
find and file information quickly and accurately, 
and with far less clerks than you are now 
employing. 


Take advantage of this economical service 
and put your filing department in condition to 
be an economy rather than an expense. The 
L. B. Indexer can give you something you never 
before thought possible. Just write on your 
business letterhead. Full information will be 
given gratis. Or call in the local L. B. Man. 


Library Bureau 


Division 
Rand Kardex Service Corporation 


Tonawanda, New York 


DIVISON OF REMINGTON-RAND, 





Inc. 







SMOKING is one of the keen plea- 
sures of life. 

The choice of a cigarette deserves 
your most careful judgment because 
it determines the degree of enjoyment 
you will have. 

Camels welcome comparison on 
every count. Compare their good- 


ness in every way. Each successive 
Camel brings a fresh pleasure no 


R. j. 


matter how constantly you smoke. 

Such mellow mildness can come 
only from the world’s choicest to- 
baccos, supremely blended, with the 
sole purpose of giving you, the 
smoker, a cigarette which you can 
enjoy to the fullest. 

The verdict of the experienced 
smoker is — 


**Have a Camel!” 


REYNOLDS TOBACCO COMPANY, WINSTON-SALEM, N. C. 














